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Leadership / 


Most of the large salaries of business executives will 

be very much deflated after the income tax charges are 

accounted for around March 15. Since the greater 
the income, the greater the surtax, it may well appear 
desirable to some of the higher-salaried executives that 
this is an opportune time for them to make readjustments 
downward in their salary demands. Such a general move 
could be desirable from many points of view. 










First, such a move would give public evidence of the 
spirit of sacrifice so necessary to a successful war effort. 






Second, it would undoubtedly be well received by stock- 
holders who are not unmindful of the rigidity of salaries 
during periods of depression and attendant low or “‘passed”’ 
dividends. 













Third, a voluntary action in the reduction of salaries in 
the top brackets might have some effect in retarding some 
of the unjustifiable demands for wage increases put forth 
by certain short-sighted labor leaders. 








Fourth, it would at least be the beginning of a contribu- 
tion towards offsetting rising price levels since, in the 
last analysis, wages and salaries are an important part of 
the costs of goods sold. 









It is not suggested that large salaries cannot be earned, 
for most of them undoubtedly are earned. In peacetime 
every laborer is worthy of his hire. But in war days when 
stalwart young men serve their country for $21.00 a month, 
then it would seem the spirit of sacrifice ought to manifest 
itself in other directions as well. 











It is the role of business men to provide the goods of 
war. In doing this they must so act that, now or later, 
they may not be the targets of unsavory epithets. Business 
men must be alert all through this war effort to the pos- 
sibility of avoiding the “tar-and-feathers” that were ap- 
plied to some of them in the post-World War I period. 
This is today’s public relations job number one. 


ah) 


Henry H. Heimann, Executive Manager, N.A.C.M. 
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The expansion of government 
credit to finance recovery, defense 
wy or war itself, can be a procedure 

fraught with as many hazards as 
modern governments have thus far 
encountered. The United States has 
witnessed virtually every type of in- 
flation and we ought to be thoroughly 
familiar with its dangers. Previous 
printing press money inflations have 
presented us with greenbacks, Con- 
federate currency and dubious bank 
notes. A decade of unprecedented 
extravagance burdened the country 
with a security inflation in which ex- 
isting values were pyramided to form 
the country’s greatest depression. The 
gold devaluation of the early ’thirties 
was as vivid an instance of monetary 
inflation as the world has ever seen. 
The Axis and Allied nations alike 
have set the stage for a credit inflation 
which could top all others in discount- 
ing the future. The financial gamble 
is more than mere victory. It is the 
ability to organize the post-war world 
on a solvent basis. 

For the moment the war is master. 
The demand for war financing is in- 
stant, absolute and inescapable; but 
it is also increasingly evident that the 
ability to finance this war depends 
largely on success of each nation in 
preserving the confidence of people 
in all of the financial mechanisms 
which must be employed. Such con- 
fidence cannot rest here, or in any 
country, upon the fiction that the na- 
tional treasury is inexhaustible. 
Therefore, it is now time to appraise 
the risks which are already evident 
in the creation of a huge volume of 
purchasing power backed almost ex- 
clusively by the ability of post-war 
society to produce and distribute 
goods in an infinitely greater volume 
than any heretofore achieved. In the 
financing of any nation’s economy, 
good credit is the only safe credit. 
Good credit has never rested on poli- 
tics, speculation, indifference, Uto- 
pian visions or any other economic 
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Fundamentals of Credit Do Not Change 
No New Dheory oF | Pianta “Confidence 





By DR. PAUL F. CADMAN, 


Economist, American Bankers Association 


fantasies. The war is going to con- 
sume our wealth. There is not iota 
of possibility that we can escape the 
cost of this effort by the indefinite 
expansion of credit any more than we 
can escape it by the excessive issue 
of currency. As a nation we are all 
ready to make the sacrifice but it 
ought to be clearly understood that 
we will also have to meet the cost. 
There is little or no likelihood of our 
financing either ourselves or our 
allies in war or in post-war recovery 
unless we determine now to return to 
a solvent basis of economic operations 
as soon as the war is over. 


Boundless Opportunities? 


PoOsT-WAR opportunities may be 
boundless ; great enough, indeed, 
to give us a period where the entire 
economic machine could not only 
work to capacity, but could substan- 
tially expand. Again, there is no 
likelihood that this will be accom- 
plished by the bizarre theory that the 
mechanism of credit constitutes an 
unlimited supply of capital. 








With these thoughts in mind, I ask 
your attention to a brief review of 
the evolution in our thinking about 
credit which has brought us to this 
critical hour. 

It is the lot of mankind to be torn 
between the left and the right. in- 
herent in man’s nature is the deep 
desire for stability and the restless 
hunger for the new and the untried. 
Man loves to invent and contrive. 
There is a good deal of the butterfly 
in him. Vaudeville is one of the old- 
est forms of amusement and its appeal 
lies in novelty: something new, un- 
heard of; the element of surprise. 

Perhaps history itself is change. 
Five hundred years before Christ, a 
Greek philosopher said: “All things 
flow.” How inevitable, that progress 
and civilization should be always in 
flux! From time to time, however, 
the tempo of change speeds up to a 
bewildering pitch. Then it is that men 
lose contact with both reality and ex- 
perience. These are the periods of 
revolution, and revolution is usually 
a terrifying ordeal. That we are now 
living in one of the great upheavals 
of history is a fact beyond debate. 
Man surveys his world and finds him- 
self the victim of his own devices. 
The very science to which he looked 
for abundance and comfort now pro- 
vides the instruments of destruction. 
The social consciousness which he 
hoped would bring forth justice, had 
produced a super-state and a burden- 
some bureaucracy. Slowly he is be- 
ginning to relearn the ancient lesson 
that not all change is good and that 
there are some values which endure. 
There is great wisdom in Rudyard 
Kipling’s powerful phrase: 

“First to follow Truth, and last 

To leave old Truths behind—” 

The impact of the Russian Bolshe- 
vist Revolution has had as profound 
an effect on the political and economic 
institutions of our day as the French 
Revolution had on the eighteenth 


century. The American Government Ff 
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has not hesitated to venture far into 
the realm of collectivism. Operating 
in this unknown field with untried 
instruments, it has experimented with 
every resource at its command, es- 
pecially money and credit. 


Today’s Course of Change 


MONEY and credit are almost as 

old as civilization itself, but at 
no previous time has the course of 
change so violently affected these two 
economic implements as it does today. 
A cursory review of some historic 
evidence will bring the picture into 
bold relief. No credit was ever grant- 
ed or could ever have been granted 
without prior saving. Inherent in 
the very concept of credit was the 
accumulation of values. Theoretical- 
ly, credit also envisaged some future 
production which would create the 
means of payment. It is possible to 
imagine the process at work even 
ainong primitive peoples. But primi- 
tive production depended very little, 
if any, on either money or credit. 
Goods were either consumed immedi- 
ately or became capital in themselves 
as when flocks and herds were al- 
lowed to increase. Then came the 
time when credit was employed to 
finance consumers who were either 
unfortunate or improvident. Payment 
was anticipated from pledged prop- 
erty and the transaction was there- 
fore more nearly like a sale. The 
Christian Church early took a posi- 
tion against the taking of interest by 
proclaiming a “moral principle” that 
no one should profit by the misfor- 
tunes of another. But as the trade 
and commerce of the world began to 
flourish, the Church had to hedge by 
making two famous exceptions in fa- 
vor of the lenders: damnum emer- 
gens, and lucrum cessans. The first 
justified interest when the lender suf- 
fered damages as in the case of a lost 
ship; the second, much more ingeni- 
ous, justified interest when the lender 
lost the use of his wealth. 

With notable exceptions it may be 
said that it took the division of labor 
and the industrial revolution to pro- 
vide the profitable employment of 
credit in the fabrication and market- 
ing of goods. In such advances, the 
lender contributed to the prosperity 
of the borrower instead of profiting 
by his misfortunes. 


Effect of Pyramiding 


Y the time the American Com- 
monwealth was established, this 
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country had come to look upon credit 
as a means to facilitate the production 
and distribution of goods. This con- 
ception was embodied in the Federal 
Reserve Act in 1913. Credit was ad- 
vanced by commercial banks only on 
transactions which were self liquidat- 
ing, i.e., the completion of the process 
for which credit was granted, auto- 
matically provided the funds to retire 
the loan. Likewise the extension of 
credit to consumers presupposed a re- 
current income. Foreclosure was 
never anticipated and was a device to 
be employed only as a last resort. Al- 
though it would be difficult to say 
just when it began, the pyramiding of 
credit must have begun soon after its 
use for production. An original ad- 
vance made against materials and 
equipment, proved to be the source of 
numerous subsequent advances. In 
this way credit extended to a manu- 
facturer served to benefit the whole- 
saler, retailer, and even the consumer. 
This attitude of credit does not lend 
itself to easy explanation Mysterious 
as it may sound, it is a fact that credit 
can not only be created on existing 
values but it can actually be advanced 
on nothing more than a promise that 
new values will be created at some 
undetermined date. 


Development of First War 


A? the risk of appearing naive, it 

may be said that World War 
number one marked the beginning of 
a new discovery in the potentials of 
credit. Banks had long since been 
chartered with the privilege of issu- 
ing credit. Governments had em- 
ployed that credit for a great many 
years. But the wholesale creation of 
buying power through the instrumen- 
tality of bank credit for the financing 
of war was not only a startling but a 
successful innovation. This newly 
created purchasing power was used to 
compete in the markets with the ex- 
isting purchasing power of private 
consumers. These consumers were 
unable to buy as much as before be- 
cause of rising prices, therefore their 
consumption was effectively curtailed. 
The employment of the commercial 
banking systems to finance extraor- 
dinary expenditures on a wholesale 
scale was a revolutionary procedure 
as far as credit is concerned. In the 


United States it led to the general 
realization during the 1920's that 
credit could be employed as a source 
of capital. 

Such a statement is not to indulge 





in a confusion between credit and 
investment. Bank credit is credit in 
the true sense of the term no matter 
how or by whom it is employed. If 
governments abuse it or force its over- 
extension they will only duplicate the 
historic follies of kings who debased 
the coins of their realms and of 
finance ministers who used the print- 
ing presses to supply money for the 
national treasuries. 


Difference in Credits 


HERE is a vivid contrast between 

credit advanced by commercial 
banks on self-liquidating transactions, 
and credit advanced to the govern- 
ments to finance welfare, defense, or 
war itself. During the turgid ’20’s 
bank credit was used in huge quan- 
tities to finance speculation. In a 
definite sense such use was tanta- 
mount to treating credit as capital. 
The practice may yet prove to have 
been more costly than we knew. 
When the pump-priming era began 
there was ample precedent for using 
bank credit extravagantly and “Re- 
covery” was heavily subsidized from 
this source. The whole philosophy 
of deficit financing and the unbal- 
anced ‘ budget would have broken 
down long ago if bank credit had not 
been tapped to meet the deficits after 
taxation had been pushed to “dimin- 
ishing returns” and the appeals for 
public savings had failed to bring out 
a substantial volume. 

The classical theories of credit 
rested on the assumption that capital 
must be saved in advance and that 
after the act of saving takes place, the 
proceeds could be invested in capital 
goods and equipment. But it took a 
World War and the 1920's to create 
the illusion that buying power gen- 
erated by the expansion of bank credit 
was fully as effective in securing the 
control of materials and labor as was 
credit which had been saved in ad- 
vance of investment. Then there ap- 
peared the current crop of theories 
that credit or buying power must be 
created and distributed, before saving, 
in order to stimulate the production 
of exchangeable goods. Such opinion 
has many variations. For example, 
there is the view, widely held, that 
credit should be employed as an in- 
strument to force business recovery 
and to stabilize both production and 
prices. Cheap money and increasing 
bank reserves are supposed to make 
possible the ready expansion of bank 
credit. An immense amount of liter- 
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ature has appeared on the potentials 
of central banking as a means for 
ending depressions. After several 
years of extensive and expensive trial 
it begins to be evident that cheap 
money alone will not accomplish re- 
covery. In fact, there is a generally 
accepted conclusion that monetary 
policy can be useful chiefly as a 
method of retarding business expan- 
sion during the rapid upswing of the 
business cycle. It is frequently said 
that if we “sit on the hump” there 
will be no subsequent depression. 


Theories of “Pump-Priming” 


HE expenditure of billions of dol- 

lars on public works and social 
projects gave rise to many theories of 
“pump-priming” through the use of 
credit. As the deficit grew and the 
federal debt mounted, another the- 
ory arose; namely, that credit could 
be used for the redistribution of 
wealth and income. This school of 
thought holds that buying power can 
and must be placed in the hands of 
consumers who otherwise would have 
very limited means of payment. It 
is supposed that consumers will be 
able to increase their standards of 
living and thereby create a huge de- 
mand for materials and labor which 
in turn will create secondary demands 
for other goods. The proponents of 
this theory are not at all concerned as 
to where the disbursed purchasing 
power comes from. It is blithely 
assumed that “large” incomes may 
be taxed heavily and the proceeds 
given to those with lower incomes. 
But when taxes no longer suffice to 
meet the deficits and borrowed sav- 
ings are also withheld, recourse to 
bank credit is the only remaining 
source. 

Little attention is now given to the 
fact that the existing supply of buying 
power is diluted but emphasis is 
placed on the so-called “multiplier 
theory”; namely, that a demand for 
goods no matter how it originates, 
generates a series of subsidiary de- 
mands which in turn spread out to 
the ends of the economic world. The 
fact still remains that only by the ex- 
change of goods and services for 
goods and services can there be a 
valid interchange of benefits to all 
those who participate in the pool of 
values. It is difficult to generate a 
bona fide interchange of products 
when the originating or pump-prim- 
ing operation withdraws goods from 
the pool instead of adding to the 
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available supply. 

In the entire field of economics 
there is less known about credit than 
any other financial instrument. We 
do not know what credit is and we 
have only limited knowledge as to 
why and how it acts. In this, the sub- 
ject is closely related to the theory 
of value which is one of the most un- 
settled sections of economic thought. 
But notwithstanding the little known 
about this device we have developed 
workable institutional arrangements, 
including banks and _ investment 
houses, for making credit one of the 
principal instruments of production. 
But we have not as yet developed an 
institutional procedure for using 
credit as a means of redistributing 
wealth and income. We do not know 
whether credit can be so employed. 
One unfortunate circumstance is pat- 
ent; that is, the expansion of credit 
as a source of government funds is 
considerably less painful to the aver- 
age citizen than taxation. He may 
be vaguely aware that he is being 
bled but he does not know how the 
process works. 


Credit Not a Source of Capital 


OES it not seem reasonable to 

say that credit, as we know it, 
was never intended or designed as a 
means of stabilizing the business cycle 
or as a source of capital or as a 
method of redistributing wealth and 
income? For centuries, money was 
represented by real values in the form 
of gold or silver. Such items could 
not be produced by executive order. 
They came into exchangeable form 
only through the application of labor 
and saving. The development of 
credit made it possible to create buy- 
ing power without any such applica- 
tion of labor and-saving. The tech- 
nique of employing such credit as an 
aid to production was well developed 
up to the time of the First World 
War. As a general rule, bank credit 
was the principal source available for 
this purpose. It was not offered as 
“capital,” and those who sought cap- 
ital were obliged to contact others 
who had saved some of their in- 
come. Capital for large-scale enter- 
prise was made available by invest- 
ment bankers, who retailed “partici- 
pations” to persons with savings. 

A decade of unbalanced budgets, 
financed largely by the use of bank 
credit, found us faced first with de- 
fense, then with lease-lend, and then 
with a two-front war. Taxation he- 





roically applied and savings out of 
current income are now providing a 
substantial amount of these extraor- 
dinary demands. But bank credit 
will have to make immense contribu- 
tions to war financing and the ulti- 
mate effect of this procedure is not 
known. Most of the commentators 
agree that bank credit to supplement 
the funds received from taxation and 
saving is a directly inflationary de- 
vice. As to whether it is “dangerous” 
or “overwhelming” or otherwise 
“menacing” will depend almost en- 
tirely on the extent to which it is 
employed on the volume of genuinely 
productive business which the new 
purchasing power can stimulate. We 
do know that government borrowing 
from the banks does create additional 
demand deposits which in turn rep- 
resent today’s chief buying power. 
The fact that potential buying power 
in the form of demand deposits in 
all banks in the United States is now 
more than double that of the average 
of the years 1931-35 is not in itself 
dangerous. But if there should be 
a concerted move to spend this buy- 
ing power there would be a complete 
breakdown in our marketing facili- 
ties, fraught with grave danger in 
time of war. The fundamental ques- 
tion concerns the extent to which we 
can expand buying power and still 
have the public prefer deposits to 
goods and services. At what point 
in the expansion of deposits will the 
public choose goods rather than de- 
posits? Under American conditions, 
we do not know, and hope that we 
shall not have to find out by the same 
methods followed in many European 
countries during the past three 
decades. 


Effect of Low Interest Rates 


HE maintenance of artificially low 
interest rates encourages the 
continuation of borrowing (and 
therefore no decline in deposits) 
whereas an interest rate that truly 
reflected supply and demand in the 
money market would serve as a spur 
to the borrower to retire his loans 
and thus reduce deposits which rep- 
resent available buying power. Ob- 
viously, the only way that a_bor- 
rower can repay a loan is to tender 
bank deposits for cancellation—(un- 
less he owns a gold mine or has a 
hoard of currency). 
The very fact that this bank credit 
is available and the additional fact 
that it has been used to create and 
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distribute billions in purchasing 
power gives rise to the theory that 
the size of the federal debt is unim- 
portant “since we owe it to each 
other,” and that it really does not 
make any difference whether or not 
it is paid. 

Those who most strongly advocate 
the use of our credit and banking sys- 
tem and manipulation of the public 
debt as a means to redistribute wealth 
and income naturally are opposed to 
a gold standard or any other stand- 
ard which restricts or inhibits the ex- 
pansion of credit They also are the 
group which most strenuously pushes 
for the socialization of the banking 
system and the creation of a govern- 
ment monopoly of credit. To achieve 
this goal would be the paradise of the 
managed currency enthusiasts. It 
would free them of the requirements 
of solvency now inherent in deposit 
banking. The mechanism would un- 
doubtedly be one government bank in 
the United States with one or more 
branches in each community. Under 
these conditions a loan made at any 
office would reappear as a deposit at 
some office of the same bank. Since 
gold is not available to the public a 
borrower could transfer his deposit 
to another individual in another com- 
munity but the proceeds could only be 
redeposited somewhere in an office of 
the lending bank, unless the person 
who received the proceeds chose to 
take paper money with its inconveni- 
ences. 


Letting Down the Bars 


HERE would be nothing to do 

with the proceeds of a loan ex- 
cept to deposit them. Ail limits to the 
expansion of credit would be removed 
and political managers would have 
unfettered power. There would be no 
compulsion toward individual and 
community solvency which is inherent 
when an overexpansion of loans by 
any individual bank or by all banks 
in a community results in a loss of 
reserve to those banks as funds are 
redeposited elsewhere. If the com- 
munity is “buying from” more than 
it is “selling to” other sections, the 
banks approach insolvency and in- 
ability to meet their obligations, and 
credit to individual borrowers must 
be curtailed. If the citizens are “sell- 
ing more” than they are “buying 
from” outside areas, funds flow into 
the community and its citizens are 
prosperous. 
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“We Owe It To Ourselves” 


LE! us hope that the function of 

the individual bank in helping to 
maintain the solvency of its local 
community will not be jeopardized. 
We have heard all the arguments 
favoring a national debt to be ex- 
panded without limit, because “we 
owe it to ourselves.” With a gov- 
ernment monopolized banking system 
we would see this doctrine applied to 
loans and deposits of an enormously 
expanded credit structure in similar 
language: “why repay a bank loan 
since we owe it to ourselves?” And 
why not expand credit without limit 
since the depositor can do nothing 
with his deposit except transfer it to 
someone else. 

Perhaps we should not be too quick 
to embrace what has been termed the 
“brilliantly insolvent economics” of 
some of our self-styled experts who 
now have a voice in determining na- 
tional monetary and fiscal policy. 

These new theories of credit reflect 
the instability in current thinking 
about business procedures and finan- 
cial instruments. Only time will 
measure their worth. In the mean- 
time, there are some factual situations 
looming which call for serious con- 
sideration. A decade of spending and 
a two-front war threatens to bring 
our public debt to a point somewhere 
between $150 and $250 billion. The 
devastation which the war _ has 
wrought and may yet accomplish and 
the starvation which will face mil- 
lions of its victims are certain to call 
for a continuation of the ‘‘lease-lend 
policy” for a good many years after 
peace has been declared. If the re- 
construction of the world is to be 
undertaken by public finance instead 
of private finance, a long period of 
heavy taxation is in prospect. 


Where Is Credit Limit? 


S there no limit to the extension of 

government credit? Can it go on 
indefinitely, financing peace as it now 
finances the war? Do our present 
procedures suggest that there can be 
international pump-priming or that 
the United States Treasury is inex- 
haustible? And if there are limits to 
the borrowing which the government 
can do on the basis of bank credit, 
what are they and when will they 
begin to operate? We are admon- 
ished to “launch out with a bold pol- 
icy of expansion.” Very good. But 
the probabilities are that government 
credit still rests on two fundamentals : 
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confidence in its ability and intention 
to pay; and the productivity which 
will provide the taxation necessary 
to serve the debt when the limits of 
borrowing have been reached. 


“Confidence” as the Basis of 
Credit 


HOSE limits are inherent in the 

term “confidence,”—for if and 
when the lenders lose confidence, they 
will surely turn to goods and articles 
of real value and abandon all interest 
in such intangibles as promises to 
pay. The other alternative is a vast 
increase in production brought about 
by a program of international trade 
which presents as a major tenet, a 
substantial increase in the standard 
of living for the mass of humanity. 
This opens a subject tgo broad to 
permit discussion here, but it may 
well supply the one hope against the 
insolvency which is inherent in the 
theory that the size of our public debt 
is unimportant since we owe it to 
each other. 

New concepts of credit have very 
little validity unless they rest on a 
new conception of. production, for 
there is very little likelihood that we 
can service the debt, much less. pay 
it, without a fuller utilization of our 
productive capacities than we have 
ever known. In its inception, credit 
rested on saving and confidence. It 
is probable that no new theory will 
ever seriously alter these fundamen- 
tals. Therefore, our ability to pro- 
duce and distribute a larger quantity 
of goods than we have produced and 
distributed in any previous period, 
plus the confidence of our people in 
the integrity of the government’s con- 
tracts, are the basic factors on which 
all credit structures must rest. 


Inflation Is a Destroyer 
NFLATION is a destroyer; a 


ruthless violator of persons, rights 
and property. The history of mone- 
tary inflation presents a long, unmis- 
takable record of economic disaster. 
Security inflation led to such violent 
reactions that they actually wrote the 
end to an era of financial practice. 
Credit inflation in the brief review 
which we have tried to present at this 
hour, holds a more powerful threat 
than any heretofore experienced, 
since, in the hands of government, it 
can be employed without restraint, 
forced and supported by arbitrary 
authority. 


(Continued on page 30) 
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New Bankruptcy Statistics Issued 
2.1% of Bankeupteies ditave 96%, of Liabilities 


The second statistical report on "[‘HUS 134 cases concluded under all but two items show a slight down- 
bankruptcies has come from the 77-B and Chapter X represented ward trend. 
w Administrative Division of The 96% of the liabilities of the 6,477 


























United States Courts. This asset cases commenced and ended in 1940 1941 
year’s booklet presents 12 tables in the fiscal year. Actually, 253 cases Receiver’s Commissions 3.5 2.8 
82 pages. Within it, Director Henry were concluded under 77-B and_ Trustee’s Commissions 9.2 9.0 
P. Chandler and Assistant Director Chapter X during the year, but “in Attorney for Creditors 2.3 2.3 
Elmore Whitehead present certain only 134 cases was the information Attorney for Receivers 3.6 32 


facts about 55,070 bankruptcy cases reported sufficiently complete to be Attorney for Trustees 21.6 22.7 
commenced and terminated in the included in this table.”’ Attorney for Bankrupt 4.8 47 
United States District Courts during oe : ; il ae 
the fiscal year ending June 30, 1941. Administrative Expense Higher , 


Table 1 shows the number of cases ABLE 5 shows the percentage of Leann - - 














filed and segregates those filed under returns obtained by secured cred- Referee Expenses 4 3.8 
the various Chapters which provide itors and the ratio of administration Auctioneer’s Fees, ‘ . 
for special treatment. The figures expense to total proceeds realized. A Expenses 2.8 o3 
practically parallel those of last year. grand total of 6,477 asset cases Rental Expenses 3.9 4 
Of all the cases pending on June 30, realized a total of $55,223,718.00, an Appraiser’s Fees, 

1941, about 80% were under regula- average per case of $8,526.13. Per- Expenses 2.3 1.7 
tion bankruptcy procedure. cent of administration expense to All Other Expenses 36.9 39.5 


Table 1. Bankruptcy Cases Commenced and Terminated in the United States District Courts During the Fiscal Year 
Ending June 30, 1941. 








TOTAL} Under Under Under Under Under Under Under Under Under | All 
Sec. 75 Sec. 77 Sec.77B Ch. IX Ch. X Ch. XI Ch. XII Ch. XIII Ch. XV Other 








GRAND TOTAL 







Pending 7-1-40.............. 54,495 | 4,377 34 1,122 140 387 939 152 4,016 4 | 43,324 
Commenced during year... .. 56,332 | 1,700 2 — 19 269 769 71 4,433 — | 49,069 
Amended Petitions, etc.!..... 749 -— — 1 = 17 145 8 29 — 549 
Concluded under Bkcy. Act..| 48,553 313 — 175 37 78 527 44 544 3 | 46,832 
Dismissed, etc.!............. 6,517 | 1,351 4 125 8 151 402 80 1425 — 3.213 
‘ Pending 6-30-41...........%. 56,506 | 4,413 S2 ° 823 - 114 --444- 924 107 6,811 1 | 42,837 













While there is no table showing total proceeds realized was 23.9%— ABLE 7 shows that creditors re- 
appraised assets of the cases handled an increase of 3.1% over the past ceived total payments of $40,- 
under special regulations, Table 12 year. Secured creditors received 557,632.69 in 6,477 asset cases with 
gives the liabilities of 134 cases con- 42.1%; priority creditors 8.6%; un- liabilities of $392,821,551.89. Thus 
cluded under 77-B and Chapter X. secured creditors 22.8%. the all-over average is 10.3%. Se- 








Table 12. Analysis of Cases Concluded Under Section 77B and Chapter X of the Bankruptcy Act During the Fiscal 
Year Ending June 30, 1941 


BEFORE REORGANIZATION 


| AFTER REORGANIZATION 











No. of 

Cases | Total Secured Unsecured Other Total Secured Unsecured Other 
Liabilities Claims Claims Liabilities Liabilities Claims Claims Liabilities 

134 | $377,413,118.58 $237, 107,330.32 $106, 166,723.16 $34,139,065.10 | $161,852,564.96$119,423,470.95 $19,771,959.87 $22,657,134.14 





Before reorganization, these 134 cases The division of total expenses in cured creditors received 16.6% of 
had liabilities of $377,413,118.58, an these 6,477 cases is shown in Table their claims; priority claims received 
average of $2,816,515.81. The lia- 6. The following tabulation com- 49.0%, while unsecured creditors re- 
bilities of 6,477 asset cases, as shown pares this year’s division with that ceived only 5.2%. 

in Table 7, were $392,821,551.89, an reported last year by the Administra- No asset cases are tabulated in 
average of $60,648.68. tive Division. It will be noted that Table 8. Fees and expenses of ad- 
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Table 5. Total Proceeds Realized Showing Administrative Expenses and Amount Paid to Creditors in Asset Cases 
Concluded Under the Bankruptcy Act in the United States District Courts During the Fiscal Year Ending June 30, 1941 











CIRCUIT, 
STATE, DISTRICT, Number 
AND DIVISION of 

Cases 

GRAND TOTAL.............+- 6,477 
| Riotal G4 IDISEMIOtS:. <6:sis o's 6.0 os 5's 6,405 
| District of Columbia............. 39 
Territories and Possessions....... 33 











Administrative Fees 


Amount Paid to 


Proceeds Realized and Expenses Bankrupt in lieu of 
Exemptions 
Average Percent of Percent of 
TOTAL per Case Total Proceeds Total Proceeds 
Realized Realized 
$55,223,718.00 $8,526.13 $13,183,058.70 23.9 $133,171.92 a 
53,688,408.76 8,382.27 13,014,556.09 24.2 132,200.75 aa 
1,456,459.03 | 37,345.10 145,197.91 10.0 84.28 . 
78,850.21 2,389.40 23,304.70 29.6 886.89 1.1 








AMOUNT PAID TO CREDITORS 





OTHER PAYMENTS 





) 


STATE, DISTRICT, To Secured Percent of To Priority Percent of To Unsecured Percent of Percent of 
AND DIVISION Creditors Proceeds Creditors Proceeds Creditors Proceeds Total Proceeds 
| Realized Realized Realized Realized 
| GRAND TOPAL «5.00.6 $23,232,156.88 42.1 $4,738,389.13 8.6 $12,587,086.68 22.8 $1,349,854.69 2.4 
| Total 84 Districts........ 22,490,472.96 41.9 4,676,534.30 8.7 12,033,803.62 22.4 1,340,841.04 20 
| District of Columbia. niece 718,825.60 49.4 50,940.82 Ja 532,648.67 36.6 8,761.75 6 
| Territories and Possessions. 22,858.32 29.0 10,914.01 13.8 20,634.39 26.2 251.90 a 
ministration in nominal and no asset Professionals ... 735 9 for 5,253 out of a total of 6,811 pend- 
cases are listed by various districts Others, Not in ing cases at the end of the year under 
in Table 9. Reference to this table Business 2,346 19 Chapter XIII. Apparently this sec- 
will tell you how much was collected Merchants 3,435 843 tion providing for Arrangements for 
by the trustee in your Bankruptcy Manufacturers. 3,541 225 Wage Earners is more popular in the 
Court. Other Business 3,046 418 southern states than elsewhere. The 
Table 4 of the Administrative Of- Adjusted and two Virginia districts handled quite a 
fice Report shows that, of the 55,070 Amended number of cases. Both Alabama dis- 
cases on the dockets in the year cov- Petitions 749 - tricts also were well represented. 
ered, 40,156 were classified as no — Georgia, northern and middle, had 
asset cases. Of this number, 34,536 : ere 55,557 1,524 quite a few and Tennessee, eastern 


were discharged. Discharge was de- 
nied 683. In only 321 of the 6,477 
asset cases was a Discharge denied. 

The present booklet isuseful to-all 
students of bankruptcy statistics. The 
addition of such facts as the amount 
of appraised assets in cases handled 
under special Chapter provisions and 
the amount of realized assets as com- 
pared with. liabilities in asset cases 
would enhance the value of these sta- 
tistics. A copy of the report may be 
obtained from the Administrative Of- 
fice, Supreme Court Building, Wash- 
ington, D. C. 

Table 2 shows that, out of a total 
of 57,081 cases, 55,557 were volun- 
tary and 1,524 were involuntary. 
Table No. 3 gives the occupational 
breakdown for both classes. 


Table 3. Voluntary and Involuntary 
Bankruptcy Cases by Occupation 


of Debtor 
Vol- Invol- 
untary untary 
Farmers 2,367 _— 
Employees ... 42,338 10 
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REFERRING again to Table #1, 

where we find a grand total of 
54,495 cases pending at the start of 
the fiscal year and 56,332 commenced 
during the year, we run into some 
rather startling figures in checking 
over the various districts. We find 
that the northern district of Alabama 
has by far the largest number of cases 
pending with 7,406 and a total of 
6,120 cases started. However, when 
we check across the table and find 
under what section these cases were 
entered, we see at a glance that it is 
this district which has made such a 
notable trial of Chapter XIII, “Ar- 
rangements for Wage Earners.” In 
this district there were 2,955 cases 
pending at the start of the year, and 
3,253 commenced during the year 
while the total pending at the end of 
the year had increased to 5,253. 
When we checked this last figure 
against the total as shown under 
Table #1, we learn that this one dis- 
trict in northern Alabama accounts 


and western, also had a number. In 
the larger centers of population, such 
as the second circuit including Con- 


~ necticut, four New York districts 


and Vermont, the total cases pending 
at the end of the year under Chapter 
XIII was only 48. The northern II- 
linois district also seems to have gone 
in pretty strong for this ‘kind of 
bankruptcy procedure with a total of 
149 cases pending. 

One of the interesting tables is #2 
in the report of the Administrative 
Office of the United States Courts 
which shows that of a total of 57,081 
cases, 55,557 were voluntary and only 
1,524 involuntary. Of these volun- 
tary cases, a total of 47,578 were 
in the General Bankruptcy Sections. 

In a total of 39,983 cases in the 
84 districts in the United States, the 
total liabilities were $328,940,075. 


Of this amount unsecured claims al- 
lowed only reached a total of $55,- 
791,608, while unsecured claims, not 
proved, totalled $189,666,014. 
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Care In Checking Credit Risks 


Simple System pandas a 


The bulk of our business in wir- 
ing devices is handled through 
approximately 1000 customers. 

The majority of these are well 
established concerns with good rat- 
ings. In general, they are the kind 
of accounts who respond to an ordi- 
nary statement with a check. 

We maintain branches in 8 cities. 
Merchandise is shipped from the 
branch nearest the customer. All 
billing, however, is handled from our 
home office in Syracuse and _ all 
credits are passed upon here. 

While we enjoy excellent relations 
with our customers and do not have 
quite the same problems as the com- 
pany with a multitude of small ac- 
counts originating in many lines of 
business, I do not wish to imply that 
we have reached an ideal state in 
which our Credit Department can be 
run by pressing a few buttons. 

Among the reasons why our diffi- 
culties are minimized is the fact that 
we have no unsolicited orders. Our 
business comes to us only through the 
efforts of our own Sales Department. 

As soon as the Sales Department 
notifies us of a new prospect, we 
begin our investigation of this prob- 
able account. We set up a credit file 
on the company in question and we 
maintain this file until the prospect 
actually becomes one of our accounts. 
Parenthetically, I may say that the 
Sales Department seldom gives us 
the name of a prospect which does 
not, sooner or later, become a cus- 
tomer, assuming that credit is O. K. 

In investigating a new account, 
we endeavor to use every source of 
information that can possibly shed 
any light upon the company as a 
credit risk. We make extensive use 
of the Credit Interchange Bureaus of 
the National Association. We use 
Dun and Bradstreet reports. We are 
especially careful to check on the 
morals of our prospective customer. 
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Check Moral Risk 


N our business, we find the moral 

risk very pertinent information. A 
man who is a playboy, a reckless 
drinker or an unduly high liver can 
wreck even a good business in very 
short order. A business that has any 
inherent weakness can be put on the 
skids almost overnight. 

There is no “system” that I know 
of which will automatically give the 
Credit Executive this information. 
It is a matter of digging deep for 
underlying facts. In my own case, I 
have, during the past 20 years, per- 
sonally met at least a third of our 
customers. I make a very special ef- 
fort to maintain close, friendly rela- 
tions with all of our accounts. 

This stands me in good stead when 
I want information somewhat beyond 


FORM 453 1M 6-41 AM 


1. Shipping Dept. 
2. Credit Dept. 
3. Billing Dept. 


Name 


Address 


the scope of a credit report. We keep 
a continuous history of “bad actors.” 
A new company or corporate name is 
not, therefore, simply a name floating 
around with some financial informa- 
tion attached thereto. We _ usually 
know who the principals are and 
what their past records show. 

When hundreds of thousands of 
orders for small items are handled, 
this close investigation might be im- 
practical. Our customers, however, 
represent sizeable yearly accounts, 
They usually remain with us quite a 
long time. It pays us to be selective 
before we sell. 

When an account on our books for 
a high amount slows up in its pay- 
ments, we check on the partners ina 
partnership if there is no obvious rea- 
son for the freezing up. 

We post our customers’ records by 
months and. by totals. Those which 
are slow are followed up, weekly if 
necessary, otherwise monthly. These 
are so few in number that we have 


CUSTOMER’S DEDUCTION 


Date 


———————————————————————————————————————————————————————eeeeeee————ooeeeeeaeeSSSSSSSI“S>OqWDOWDVG 


CLAIM—$ 


Deducted from Check No. 
Our Invoice Date and Order No. 


Remarks: 


Dated 


Amount $ 


SSS OOOO 


NOT IN ORDER— 


Billing Dept. Issue Charge 


Explanation: 


Date 


Signed_—_______— 


SOOO 


CLAIM O. K.— 


Billing Dept. authority to Issue Credit 


Remarks: 


Date. —Signed 











This Form Helped End Unauthorized Deductions 
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no need for a date tickler. Following 
up our slow pay accounts takes hard- 
ly ten minutes. From this it can be 
seen that we have no occasion for 
any elaborate collection system. Indi- 
vidually dictated letters do the nec- 
essary work. 


Unauthorized Deduction 


UR method of handling cus- 

tomer’s deductions may be of in- 
terest. At the end of each year, sev- 
eral accounts would show a “balance 
due” because of unauthorized deduc- 
tions made in prior months. These 
dangling loose ends were invariably 
disputed. After correspondence and 
general annoyance, it was frequently 
found cheaper to write off these small 
amounts than to press the matter fur- 
ther. We solved this problem with 
the following system. 

We made a ruling that any cus- 
tomer’s deduction must be recorded 
and returned to the Credit Depart- 
ment within 24 hours of receipt of 
the check. On the Customer’s De- 
duction form shown, the facts of the 
case are noted. If the deduction is in 
order and allowed, this form is 
O.K.’d by the department which 
authorizes the deduction. 

If the deduction is not in order, we 
either return the check to the cus- 
tomer or we authorize the charging 
back to them of the amount. In this 
case, we write the customer a letter 
explaining why we cannot allow the 
deduction and enclose a debit. The 
original check is then entered on our 
records as if it were in order, while 
the amount of the deduction shows 
on our books in red under a Clear- 
ance Account. 

An unauthorized return of goods 
or supplies is billed and entered in 
our records as an Adjustment Billing. 

In short, we now place all data on 
our books to clear as charge backs. 
We have no “balance due” charges 
at the end of the year. We have elim- 
inated arguments and _ correspond- 
ence. Incidentally, this method has 
helped us in collecting unauthorized 
deductions from our accounts. 


Credit File in “Book” Folders 


E maintain a complete credit 

file on all of our accounts. This 
is kept up to date by constant re- 
vision and addition. Our credit data 
are filed in a book form, in chrono- 
logical order. Each credit “book” is 
filed alphabetically. This file remains 
in our office and a receipt must be 
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4. MUST HAVE CHECK FoR. ACCOUNT | 


2. HAVE NOT DISCOUNTED 





3. MUST FURNISH STATEMENT REQUESTED. 


4. REMARKS: 
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Gummed Tabs At Left Hold Papers In Folder 


placed in the file if any material is re- 
moved by any other department. 

Our “book” file consists of an 
8'%4x1l1 folder at the left edge of 
which is a special gummed tape, di- 
vided into 44 separate gummed tabs. 
The file can be built up to any desired 
thickness by adding an additional 
strip. 

Since all papers are attached to the 
edge of the folder, there is very little 
danger of losing any single sheet. 
Since all papers are filed chronologic- 
ally, with the last date on top, there 
is little chance for misfiling. This 
system enables me to rapidly review 
the history of any account. It is as 
simple as turning the leaves of a 
book. In those rare cases where an 
unusual number of papers accumu- 
late about an account, we separate 
the file into two folders. 

Our accounts are all given credit 
limits. We have a list of accounts 
that can be shipped any amount of 
merchandise without question. Our 
Service Manager and Chief Shipping 
Clerk have a copy of this list. Yet, 
even with this class of account, if an 
exceptionally large order comes 
through, our department is called for 
verification. 

When, as sometimes happens, it is 
necessary to stop shipment on some 
order, we immediately notify our 
branch using a simple form that states 
the reason for holding up the order. 
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As soon as shipment can be released, 
we write a countermanding memo 
on the same size sheet as our original 
form for convenience in filing. 

Our bills are made out in quin-trip- 
licate. The Shipping Department 
works on the original of a 7-part 
order and we type our bills from it. 
Invoices are typed with the order as 
a twelve-part manifold job, speeding 
merchandise delivery. 


Problems of Defense 


E keep a very close check on the 
payment habits of our accounts. 
I keep in as close personal touch with 
them as possible. Any marked devia- 
tion from regular habits is a signal 
to us to investigate. Defense has cre- 
ated credit problems of its own, and 
these require special attention. 

There is, for instance, the good 
account that has become slow. We 
wonder why. We may find that he 
has paid outright for a large inven- 
tory of, say, metals—or metallic 
products—which, under other cir- 
cumstances, he would carry on a con- 
signed basis. 

This can be a legitimate protection 
of his future operations or it can be 
a handicap to his capital structure, 
depending on a great many variable 
factors. One point we have to con- 
sider nowadays is the company’s 
ability to carry on. This depends, in 

(Continued on page 26) 
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Commercial Credit Analysis — Part XI 
Methods of Evaluating Eivdiihinive 


Since manufacturers take raw 
materials and add to their value 
w by changing their form, combin- 
ing or rearranging them to give 
them “form utility,” the inventories of 
a manufacturer at the close of an ac- 
counting period will consist of three 
elements of cost: 


1. The cost of raw materials. 


2. The cost of the labor re- 
quired to change their form 
or nature. 


The cost of the manufactur- 
ing expenses incurred in 
order that labor might per- 
form its work. 


At the same time, it is likely that 
the close of the period will find some 
materials on hand in their original 
form, others to which have been added 
some labor and expense but which are 
not yet in completed form, and still 
others which have received the full 
benefit of the manufacturing process 
and are awaiting sale in finished form. 
Therefore, it is logical that a discus- 
sion of the valuation of manufacturing 
inventories should fall under the fol- 
lowing heads: 

1. The valuation of raw mate- 
rials. 
The valuation of work in 
process. 


. The valuation 
goods. 


of finished 


The Valuation of Raw Materials 
A STUDY of prevailing practices 


in the valuation of inventories 
conducted by the National Industrial 
Conterence Board and released in 
February, 1938, shows that a major- 
ity of manufacturing concerns value 
their inventories of raw materials for 


% National Industrial Conference Board, 247 
Park Avenue, New York City, ‘‘Prevailing Prac- 
tices in Inventory Valuation,” February, 1938, 
p. 6. 


Companies Replying 

Basis of Valuation: Number Per Cent 
Lower of cost or market.. 525 63 
Average cost 124 15 
Actual cost of specific lots. 119 14 
Standard cost 47 6 
Basic or normal cost...... 7 1 
Some other basis......... 1 


100 
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balance sheet purposes at the lower of 
cost or market. That no complete 
uniformity exists in this practice, 
however, is evident from the follow- 
ing summary of the replies received 
to this particular question :!° 


Average cost refers to the use of 
some method of averaging the pur- 
chase price of all materials over an 
accounting period to determine a 
basis for the valuation of those re- 
maining on hand at the close of the 
period ; actual cost of specific lots re- 
fers to the use of the original identifi- 
able cost of those remaining; stand- 
ard cost to the use of an established 
quantity or unit valuation rate re- 
gardless of actual costs; and basic or 
normal cost to the use of a quantity 
or unit valuation rate based wholly or 
in part on what is estimated to be a 
normal rate under normal conditions. 

Even when the familiar lower of 
cost or market basis is used, we still 
have the same problem of determining 
what is cost and what is market as we 
have in the valuation of mercantile 
inventories. Cost can be computed in 
several ways, as we have seen, and 
market, or replacement cost as it is 
usually interpreted, is not always easy 
to define or determine. 


It is important that inventories of 
raw materials be accurately and con- 
servatively valued not only to show 
asset values correctly but also to pre- 
vent a distortion of operating results. 
If raw materials on hand at the close 
of a period are overvalued, the cost 
of materials used during the period 
will be understated and therefore net 
profits will be improperly inflated. 
On the other hand, if the materials in- 
ventory is undervalued, the cost of 
materials used will be overstated and 
the net profits shown will be less than 
the amount actually earned. 


From the standpoint of sound asset 
value and realizability, raw materials 


may often be considered superior to 
the finished product. This is particu- 
larly true where an established com- 
modity market exists for the material 
such as that for raw cotton or raw 
wool. To insure that materials are 
maintained in a readily marketable 
state, Alexander Wall stresses the 
significance of determining the extent 
to which materials continue in their 
original containers or are held in odd 
lots and broken packages.11 The im- 
portance of ascertaining that materials 
are not generally handled or treated 
in such a way as to affect their mar- 
ketability is a point well taken. 


Unless a cost accounting system 
is in use, it is generally impossible 
to place an accurate value on work 
in process. Usually the accountants 
are forced to rely on the opinion 
of some company official for an esti- 
mated value of the process inven- 
tory.12. Even when a cost system is 
used, there are marked differences in 
the manner of determining cost, de- 
riving principally from variations in 
the basis on which raw materials are 
costed into work in process through- 
out the year. To illustrate the variety 
of methods employed, the following 
summary is given from the study of 
the National Industrial Conference 
Board :13 


First-in, first-out cost refers to the 
method of charging materials into 
process on the basis of the unit cost 
of the oldest lot of materials on hand. 
Last-in, first-out refers to the method 
of charging materials into process on 
the basis of the unit cost of the latest 


11. Wall, Alexander, “How to Evaluate Finan- 
cial Statements’? (Harper & Brothers, New York, 
1936), p. 10. 

12 Lawrence, W. B., “Cost Accounting” (Pren- 
tice-Hall, Inc., New York, 1937) p. 455. 

13 “Practices in Inventory Valuation,” op. cit., 
p. 6. 

Basis of Charging Raw 

Materials into Work Companies Replying 

in Process: Number Per Cent 

Average cost 355 39 

Actual cost of specific lots. 219 24 

Standard cost 147 16 

First-in, first-out cost..... 143 15 

Last-in, first-out cost...... 25 

Some other basis......... 27 


Total 





lot of materials purchased. 

About 62% of the companies using 
the familiar average cost method 
based the average on a cumulative 
monthly price, 21% on an average 
monthly price, and 17% on some 
other method. A good many com- 
panies reported using different meth- 
ods for different classes of products 
consumed or manufactured. Truly, 
cost has a variety of interpretations. 

The total cost of work in process as 
of a given date not only includes the 
cost of the raw materials remaining in 
process but also the cost of direct 
labor and manufacturing expenses 
which have been expended upon the 
unfinished work. If the accumulated 
cost of the work is to be stated with 
reasonable accuracy, it is necessary 
that comprehensive cost records be 
kept and that adequate allowance be 
made for spoiled work, shrinkage, 
normal waste, and defective produc- 
tion. 

The determination of accurate 
work in process values, however, is 
important to the correct statement of 
operating income. If work in process 
is overvalued, the cost of goods manu- 
factured will be understated and an 
overstatement of profits will result ; if 
work in process is undervalued, the 
cost of goods manufactured will be 
overstated and profits will be less than 
those actually earned. 


The Valuation of Finished Goods 


UCH of what has been said re- 

garding the valuation of work 
in process applies to the valuation of 
inventories of finished goods. The 
integrity of the cost of the finished 
product depends on the accuracy of 
the manner in which materials were 
charged into process and on the com- 
pleteness of the cost records with re- 
spect to the proration of direct labor 
and manufacturing expenses. The 
study conducted by the National In- 
dustrial Conference Board reveals 
that a majority of manufacturers 
value their inventories of finished 
products for balance sheet purposes 
on some form of a cost basis, regard- 
less of market, with the diversity of 
practice running as follows :14 


“ Tbid., p. 6. 
Companies Replying 


Basis of Valuation: Number Per Cent 
Lower of cost or market... 335 40 
Standard cost ........... 165 20 
eS een 145 17 
Actual cost of specific lots. 128 15 
Basic or normal cost...... 35 4 
Some other basis.......... 34 4 

MME Fails i Oss Sea aa te 842 100 
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In applying the rule of cost or 
market, whichever is lower, to the 
valuation of finished manufactured 
products, market should mean the 
lowest of three bases :1° 

1. The cost to reproduce, with 
current market for raw ma- 
terials and current labor 
and overhead costs. 

2. The purchase cost of 
finished products, if the 
identical products can be 
bought from outside 
sources. 

3. The selling price, less pro- 
vision for selling and ad- 
ministrative expenses and 
for a normal profit if the 
business has been operating 
on a profitable basis. 

If the identical product can be 
bought in the market outside of the 
business, then there should be little 
difficulty in determining “market” or 
replacement values. However, if the 
product is of a distinctive nature or 
design, as is very frequently true of 
manufactured articles, a real problem 
is raised as to how its current re- 
placement value is to be determined 
in applying the cost or market rule. 
Obviously, it would be impracticable 
to have to calculate current reproduc- 
tion costs every time an inventory is 
taken. Not only would current ma- 
terial quotations have to be taken into 
consideration, but current labor rates 
would have to be ascertained and all 
elements of burden or manufacturing 
expense recalculated or at least re- 
viewed for possible change. To re- 
figure depreciation accurately, for in- 
stance, would necessitate the deter- 
mination of the current replacement 
cost of all factory buildings, ma- 
chinery, etc. The consideration of 
replacement value is therefore highly 
theoretical in valuing the finished 
goods inventories of many manufac- 
turers. 

It is manifest, of course, that ac- 
curate valuations of finished goods 
inventories are essential to the ac- 
curacy of operating profits. If 
finished goods on hand at the close 
of a period are overvalued, the cost 
of goods sold will be understated and 
profits will be unduly inflated; con- 
versely, if finished goods inventories 





13 Adapted from the testimony of Mr. Victor 
H. Stempf, partner, Touche, Niven & Co., cer- 
tified public accountants of New York, as an 
expert witness before the Securities and Ex- 
change Commission in the matter of McKesson 
& Robbins, Inc., February 1939, (United States 
— Printing Office, Washington), p. 
145. 


are undervalued, the cost of goods 
sold will be overstated and profits 
will be unwarrantedly depressed. 


Base-Stock Method of Inventory 
Valuation 


OR many years a number of na- 
tionally known manufacturing 

concerns!® have been using adapta- 
tions of a method of inventory valua- 
tion variously referred to as the 
‘“‘base-stock” method, the “normal- 
stock” method, or the “last-in, first- 
out” method. Very recently there 
has been a strong revival of interest 
in this conception of inventory ac- 
counting and the Revenue Act of 
1939 has placed a stamp of approval 
on the use of the method for the de- 
termination of taxable income.!7 It 
now appears that the base-stock idea 
is here to stay and many feel that 
“the future will see it playing a sub- 
stantial part in accounting and finan- 
cial policy with respect to income de- 
termination.” 18 

In essence, the base-stock method 
is based on the theory that a manu- 
facturer requires a minimum or basic 
supply of materials and goods on 
hand in one form or another year-in 
and year-out which should be valued 
at a long-run “normal” price and that 
the remainder of the inventories 
carried in excess of this base or re- 
serve stock should be valued at cur- 
rent costs. The base-stock quantity 
is priced per unit at the same amount 
year after year regardless of market 
fluctuations and variations in actual 
purchase costs. These unit prices are 
supposed to be set as low as prices 
may be expected to fall in the future 
and are generally taken as the lowest 
prices experienced in the past. 

While the base-stock valuations 
continue unchanged, the materials put 
into current production are valued at 
current costs and therefore current 
production costs are more accurately 
stated. The cost of goods sold will 
thus tend to be based on replacement 
cost rather than on actual cost and 
inventory gains or losses on the base 
stock will be ignored. 

From the standpoint of the credit 





16The International Harvester Company, the 
National Lead Company, and the merican 
Smelting and Refining Company, among others. 
About four years ago the Petroleum Industry 
adopted this method of inventory accounting. 


17 Regulations 103, op. cit., pp. 60-67. 


18 Nickerson, Clarence B., “Inventory Re- 
serves as an Element of Inventory Policy,” in 
The Accounting Review, Vol. XII, Number 4, 


December, 1937, (from a reprint). 
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analyst, it would seem that the base- 
stock method of valuing inventories 
is worthy of support and approval. 
While the method is not adaptable to 
all industries and while there are no 
doubt technical and practicable diff- 
culties involved in its use (such as 
the determination of the quantity of 
the base stock and the selection of the 
base price) it appears to be a con- 
servative and far-sighted accounting 
approach wherever its use is prac- 
ticable. Inventories are valued in an 
ultra-conservative way in the balance 
sheet with a corresponding effect on 
surplus and the computation of net 
profits is based on a long-range point 
of view since short-run price gains 
and losses on minimum inventories 
are ignored. Moreover, current 
operating profits become a_ better 
guide to managerial and manufactur- 
ing efficiency since much of the specu- 
lative influence of uncontrollable 
price fluctuations is mitigated in the 
use of this method. 


The Stated Reserve Method 


HE stated reserve method of 
valuing inventories, which is used 
by several prominent manufacturing 
concerns,!9 involves the same con- 
cepts of base quantity and long-run 
profit as found in the base-stock 
method. Inventories, however, are 
valued on the customary basis of cost 
or market, whichever is lower, and 
then a reserve is provided on the 
liability side of the balance sheet for 
the net book gain on the base stock. 
During periods of rising prices, the 
profit and loss statement will be 
charged with a special adjustment for 
the book gain on the base stock and 
this amount will be used to increase 
the reserve. When prices are falling, 
the reserve will be reduced and profit 
and loss credited with a special ad- 
justment to cover the book loss on the 
base stock. In this way, earnings are 
stabilized on a long-run basis while 
at the same time the working capital 
position of the manufacturer’ is not 
penalized by an_ ultra-conservative 
valuation of the inventory total.2° 
As a final admonition to the 
analyst, we can do no better than to 
quote Mr. Clarence B. Nickerson, 
Associate Professor of Accounting, 
Harvard University, Graduate School 


® Swift & Company, the Proctor & Gamble 
Company, and the Endicott Johnson Corporation, 
among others. 


Ele- 


® Nickerson, “Inventory Reserves as an 
ment of Inventory Policy,” op. cit. 
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of Business Administration: 


“Because of the variations in 
practice . . . it is not sufficient 
for a company to state in its bal- 
ance sheet that ‘Inventories have 
been valued at the lower of cost 
or market.’ Supplementary in- 
formation should be given re- 
garding the company’s concepts 
of cost and market. At least it 
should be indicated whether cost 
is actual cost, standard cost, or 
part of each ; and whether market 
is reproduction cost or estimated 
realization value. In so far as 
possible a company should be 
consistent from year to year in its 
inventory practice and any sub- 
stantial change in policy should 
be clearly stated in the report ac- 
companying the financial state- 
ments.”’?1 


Special Valuation Considerations 


N concluding our discussion of in- 

ventory values, we shall touch 
briefly on a miscellany of considera- 
tions and practices with which the 
analyst should be familiar if he is fully 
to understand and master the prob- 
lems involved in the evaluation of the 
inventory asset. 

Since an over-valuation of inven- 
tories at the close of a period will re- 
sult in an understatement of the cost 
of goods sold, it will tend to be re- 
flected in an improved ratio of gross 
profits. to sales. The analyst should 
be ever conscious of the close affilia- 
tion between inventory valuations 
and the gross profit margin and 
should use one as a check against the 
other. When there has been an unex- 
plained advance in the rate of gross 
profit, attention should be immedi- 
ately focused on the soundness of 
inventory valuations. Conversely, 
when the rate of gross profit declines 
unexpectedly, there is presented the 
possibility that an abnormally con- 
servative attitude may have been 
taken toward the valuation of closing 
inventories. 

The existence of an inventory re- 
serve in the balance sheet requires an 
exact determination of the reasons 
behind its creation. If it is a reserve 
to defer the taking of profits on price 
advances in base inventory quantities, 
such as that appearing when the 
stated reserve method of valuation is 





21 Nickerson, Clarence B., “Inventory Methods 
—Their Relation to Credit Anaiysis,” in Credit 
and Financial Management, December, 1938, 
sy, 
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used, it may be considered an ultra- 
conservative provision against actual, 
but what may well be temporarily 
high, inventory costs. If it is a re- 
serve based on the excess of inventory 
cost values over existing market val- 
ues, it should be considered as a need- 
ed deduction from the inventory total 
to approximate the sound and conven- 
tional basis of cost or market, which- 
ever is lower. If it is a reserve set up 
aS a conservative provision against 
potential, but yet non-existent de- 
clines in market values, it may, in all 
fairness, be deemed to be a part of net 
worth at the statement date though 
the analyst should not overlook the 
implications suggested and should in- 
vestigate thoroughly the imminency 
of market declines. 

In some instances, the analyst may 
find that a manufacturer will include 
a theoretical interest on his plant in- 
vestment in the computation of manu- 
facturing costs. Most accountants and 
associations of accountants now agree 
that such a practice is incorrect in 
theory and impracticable in applica- 
tion.22 It results in the overvaluation 
of inventories in the balance sheet to 
the extent of the interest included in 
the cost of unsold goods and a corre- 
sponding overstatement of operating 
income. 


Cash Discounts and Deterioration 


S we have previously seen, Reg- 
ulations 103 of the Bureau of In- 
ternal Revenue provide that cash 
discounts “approximating a fair inter- 
est rate” may be either ignored or de- 
ducted in the valuation of inventories 
at cost for tax purposes, “provided a 
consistent course is followed.” The 
significance of the treatment of cash 
discounts to the analyst lies in the 
importance of ascertaining that the 
same method of handling continues 
within a company from year to year 
and prevails within other companies 
with which it is desired to make 
meaningful comparisons. 
There are several types of inven- 
tories which are subject to a normal 
deterioration or shrinkage in value 
and the analyst should be alert to the 
existence of this characteristic and to 
the possibility that inadequate provi- 
sion has been made for the resultant 
losses in determining the balance 
sheet value of the inventory asset. 
Coal, for example, is subject to slack- 





22 Finney, op. cit., p. 197. 
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ing or degradation; many types of 
chemicals are subject to deterioration 
when long exposed ; meats are subject 
to shrinkage in weight in the curing 
process ; and there are other food ma- 
terials which are seriously subject to 
deterioration and shrinkage in weight 
and volume. 

A consideration of this kind as- 
sumes particular importance in view- 
ing interim statements since a physi- 
cal verification of inventories, involv- 
ing actual weighing, inspection, etc., 
may be conducted only once a year 
at the closing statement date. 

It should be unnecessary to point 
out that in many types of inventories 
style is a factor of vital importance in 
the consideration of inventory values. 
The greater the part that is played by 
style in the marketing process, the 
greater is the vulnerability of the in- 
ventory asset to loss of value through 
diminished market appeal. Fashion 
is proverbially fickle and there is no 
way of predicting its vagaries. When 
merchandise is plainly of a faddish or 
highly styled type, the prudent credit 
man will double his vigilance over 
inventory values and view a heavi- 
ness in the total with particular con- 
cern. 


Repossessions and Consignments 
W HERE it becomes necessary to 


repossess goods which have 
been sold on the installment plan, the 
question of the practice followed in re- 
valuing this merchandise for balance 
sheet purposes is a matter of concern 
to the analyst. For the computation of 
income taxes, the property repossessed 
must be placed on the books of the 
vendor “at its fair market value at 
the time of repossession.”23 Fre- 
quently, however, other charges are 
added (repossession costs, etc.) and 
in some instances the goods may ac- 
tually be put on the books at the re- 
maining amount of the original in- 
stallment obligation. It thus becomes 
necessary to ascertain that a conser- 
vative policy of revaluation is fol- 
lowed. 

Needless to say, it is desirable that 
repossessed merchandise be shown as 
a separate inventory total since it is 
likely to be less readily marketable 
than new goods and the trend of its 
size reflects on credit and merchan- 
dising policies. Wherever install- 
ment sales are made, the analyst 
should question the extent of re- 


* Regulations 103, op. cit., p. 197. 
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possessed merchandise in the inven- 
tory asset if a segregation of the total 
is not given. 

If there are goods out on consign- 
ment at the date of the balance sheet, 
it is permissible to include the cost 
of the expenses incurred in sending 
the goods to the consignee as an ele- 
ment of cost in valuing the merchan- 
dise on the books of the consignor. 
Of course, if the goods are returned 
unsold these expenses should be elim- 
inated from the asset total and all 
transportation charges, both to and 
from the consignee, should be written 
off as an operating expense. The 
possibility of such a contingency 
would seem to counsel a circumspect 
view of the extent of consigned mer- 
chandise as well as of the extent of 
the special transportation charges in- 
cluded m its asset value. 

Production costs per unit tend to 
vary inversely with the physical vol- 
ume of production since manufac- 
turers usually have a large fixed over- 
head which tends to continue un- 
changed regardless of the volume out- 
put. Therefore, during the months 
of a year when production is low, 
unit costs will be high. This princi- 
ple gives rise to the thought that if 
interim statements are prepared dur- 
ing slack seasons, inventory valua- 
tions are likely to be unjustifiably 
high if they are based on the per unit 
costs of current production. Hence 
in viewing interim statements, the 
analyst should take care to ascertain 
that the unit costs used in valuing 
inventories are based on an annual 
average or are conservatively ad- 
justed to allow for seasonal variations 
in unit production costs. 


Conclusions and Review 


ROM a survey of the entire field 
of factors involved in the forma- 
tion of credit decisions, we found it 
feasible to group all of these influ- 
ences under just three heads: 
1. The Personal Factor 
Embracing the basically im- 
portant human element in 
credit analysis: the honesty, 
ability, and resourcefulness of 
executive management, the 
adequacy, temper, and _skill- 
fulness of subordinate labor. 
2. The Financial Factor 
Embracing those considera- 
tions which are ordinarily and 
properly accounted for in 
dollars and cents on the books 
of a business and which may 
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therefore be summarized for 
study in the form of financial 
statements. 

3. The Economic Factor 
Embracing general economic 
influences, such as secular and 
cyclical trends in business ac- 
tivity and the inherent char- 
acteristics in the economic 
functions and structure of the 
business unit as well as of the 
industry of which it is a part. 

Of these three broad groupings of 
credit elements, the financial factor 
was suggested as the most significant 
single consideration in the extension 
of credit since: 

1. It lends itself most readily 
to analysis and evaluation. 

2. It mirrors much of the 
weight and influence of 
other credit factors. 

Financial statements form the base 
from which all appraisals of the finan- 
cial factor are derived and hence the 
need was stressed for soundly con- 
ceived, accurately stated, and inde- 
pendently prepared figure reports. 

As a primary triad of inter-depen- 
dent financial exhibits, the balance 
sheet, the profit and loss statement, 
and the reconcilement of surplus or 
net worth, were treated fully and the 
meaning and interpretation of each 
advanced. The analytical utility of 
certain supplementary financial de- 
tails was touched on to remind the 
analyst of the availability of many in- 
formative statistical and supporting 
figures which frequently are permitted 
to remain unmarshalled and impotent. 
Because of its indispensability and 
predominant value as a means of ap- 
praising financial strength, the bal- 
ance sheet, we concluded, was the 
most informative single element in 
the evaluation of the financial factor. 

Pertinent considerations in the 
analysis of the balance sheet were re- 
viewed at some length and step by 
step we advanced to the point at 
which it became clear that the crux 
of the average commercial credit de- 
cision ordinarily resolves itself into 
a determination of the soundness and 
liquidity of receivables and inven- 
tories. The overpowering impor- 
tance of these two assets among bal- 
ance sheet accounts was attributed 
principally to three reasons: 

1. Their value at the statement 
date is indicative of the ade- 
quacy of the margin of cur- 
rent asset protection available 


(Continued on page 30) 
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Queen City of the Ohio Valley 





Civitas Offers Many eas for ORO ag | ee 


By Eleanor G. Pierce 





“CINCINNATI—the county seat of Hamilton 

County, Ohio, located on the north bank of the Ohio 

w River . . . 306 miles by rail southeast of Chicago 

. . . founded in 1788 . . . chartered as a village in 
1802 . . . incorporated a city in 1819.” 

All pertinent facts these. And we could go on giving 
dry facts and citing statistics about this great Ohio 
metropolis, which will be host in May to the 47th annual 
NACM Credit Congress. But dry facts are not inter- 
esting and statistics must be disguised to hide their 
drabness. Statistics must be interpreted if they are to 
mean anything to the average man and woman. 

To look at any city and find it interesting one must 
realize that a city is an organized community, a vital, 
throbbing, constantly-moving multitude of human be- 
ings. A city is not a mechanical assemblage of tall 
buildings, paved streets, clanging vehicles and whirring 
machinery. It is a small town grown up. 

Instead of the several hundred persons which one 
may know intimately in a small town, there are to be 
found in a city hundreds of thousands of men and 
women and children living their lives, going about their 
daily work, playing the tragedies and comedies of life, 
fitting themselves into the giant jig-saw of a metropolis. 

The human element is the important thing. People 
have always been interested—they always will be in- 
terested—in the actions of other people, in human reac- 
tions and human behavior. 

We would like, then, to see Cincinnati—this impor- 
tant terminus of the Norfolk and Western—as one of 
her citizens sees her. We want to feel a citizen’s pride 
in her points of excellence and to rejoice over her ac- 
complishments. We will try to understand the “whys” 
behind her marvelous growth and present ominence. 

A good city to live in—that fundamentally is what 
every citizen wants. Out of the fulfillment of this de- 
sire grows his loyalty, his devotion to and pride in the 
community where he makes his home. 

In answering the question, “Why is Cincinnati a good 
city to live in?” we come first, and most naturally, to a 
certain outstanding possession which is drawing the 
attention of the whole country to the Queen City. So 
unique is this possession that economists, sociologists, 
political scientists and writers on more general subjects 
have devoted numerous magazine articles and news- 
paper columns to the subject. In paying deference to 
this valuable possession we are but keeping step with 
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the times. Seeing Cincinnati as one of her citizens sees 
her we are more than ever interested. 

Cincinnati’s outstanding possession—the gift about 
which the country is talking—is her municipal govern- 
ment. “The Best Governed City in America!’ That 
is the Queen City’s slogan. How she became that, how 
she continues to be that, is an interesting story. But 
we can review it only briefly. 

Any good citizen of Cincinnati will be able to tell you 
the story. He will speak bitterly about the old days 
when Cincinnati was floundering deep in the mire of 
political bossism, when unscrupulous politicians had a 
finger in most of the business pies, when city streets 
were dirty and ill-paved, schools were poorly staffed, 
police and fire departments were incompetent. In these 
days Cincinnati had the highest per capita indebtedness 
of any city in the United States. 

The Queen City was discontent, impotent, and sullen. 
Her citizens were disgusted, cynical and apathetic. 
Those who know the Ohio metropolis now would have 
trouble stretching their imagination to encompass the 
great contrast which the new Cincinnati presents. In 
1924 the boss rule was ended. Ward politicians found 
themselves ousted. Cincinnati substituted in their stead. 
the city manager and council plan of government and 
today she stands, in municipal government, head and 
shoulders above most of the other cities of our land. 

Her tax rate in 1932 was the lowest for any city of 
300,000 population or over. New streets have been 
built, the old ones have been straightened, widened and 
cleaned. Leakage and waste and inefficiency in govern- 
ment have ended. Every penny of the taxpayer’s dol- 
lar is being returned to him in service. The voters are 
master of their community. Civic spirit and enthusi- 
asm have been revived. Today Cincinnati is a shining 
example of what the modern city should be. 

Under the new form of government councilmen are 
elected at large, giving representation to the minority— 
representation alike to labor, business and “intelligent- 
sia.” The nine members of the council elect a mayor 
who is the official head of the city for all ceremonial 
purposes. The council appoints the city manager, a 
trained administrator. He in turn appoints and may 
remove all heads of departments; and, subject to civil 
service provisions, is responsible for the appointment 
and removal of all other officers and employees in the 
administrative departments. 
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The Queen City chose as her first city manager Col. 
Clarence O. Sherrill, former Director of Public Build- 
ings and Parks of Washington, D. C. Colonel Sherrill 
performed his job of metamorphosizing Cincinnati so 
efficiently as to gain country-wide recognition. In 1930, 
this able administrator was succeeded by Clarence A. 
Dykstra, student of political science, former member of 
the faculty of the University of California, an experi- 
enced man in municipal affairs. Dykstra carried on the 
excellent work his predecessor had started. He saw 
municipal government as a dispenser of public service 
rather than a regulating or governing institution. As 
chief administrative officer he is giving Cincinnati a 
more efficient and more economical government at a 
lower tax rate than it has ever known before. 
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SKYLINES: DAY AND NIGHT 
The Ohio River is 950 miles in length from 
Pittsburgh to the Mississippi. There are many 
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A contented citizen, one who is well pleased with his 
community, takes an interest and ptide in its history. 
Cincinnati especially appeals to the person interested in 
the history and romance of great cities. It has a back- 
ground rich in Indian and pioneer lore. It has had an 
interesting part in the building of that vast and impor- 
tant country which lies west of the Appalachian Moun- 
tains. 

The founding of Cincinnati and its early growth were 
a result of the greast westward movement which fol- 
lowed the defeat of the French under Montcalm in the 
Plains of Abraham in 1759. That event opened up the 
country formerly controlled by the French. English- 
speaking people crossed the Appalachian Mountains to 
establish new settlements in the Ohio River Basin. The 


boats operated by various lines carrying freight 
and coal as well as passengers from Cincinnati to 
points along the river. 
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RAILWAY TERMINAL 


Cincinnati’s new Railway Terminal is the finest 
structure of its kind in the world. The Terminal 
is used by twenty-one divisions of eight trunk line 
railroads. It cost $42,000,000. The Station is dif- 
ferent from other buildings of this type: in that it 
is designed for beauty as well as utility and sym- 
bolizes the “Gateway of the South.” Unique mo- 
saic murals portray the colorful story of the de- 
velopment of the midwest and of Cincinnati. 


backwoodsmen of the Alleghanies built their log cabins 
on the Tennessee headwaters and cut paths through the 
wilderness beyond to the Land of Promise in Kentucky. 
By 1780 the early Kentucky settlements had developed 
into prosperous and permanent communities, before 
the first settlement was made in what is now Ohio. 
Kentucky’s villages were thriving before Stites, Symmes 
and Denman (important names in the history of Cin- 
cinnati) came to occupy the Miami Valley. Benjamin 
Stites was a flat boat trader from Pennsylvania. John 
Cleves Symmes was a member of Congress from Tren- 
ton, N. J. Mathias Denman was a “real estate agent.” 

Stites, leading a party in pursuit of Indian horse 
thieves, followed the redskins to the Ohio River, across 
it, and up the Little Miami. The Indians escaped but 
the expedition revealed to Stites the wonderful scenery, 
the rich and fertile soil of the Miami country. He it 
was who told marvelous stories to Congressman 
Symmes. And it was Symmes who organized a com- 
pany for the purchase of land and the colonization of 
the Miami country. Columbia (now an eastern suburb 
of Cincinnati) was the first settlement in the little Miami 
country. 

The founding of Losantiville (now known to us as 
Cincinnati) was the direct result of the combined ef- 
forts of Mathias Denman of New Jersey and several 
leading Kentuckians. Symmes had sold to Denman a 
tract of about 740 acres opposite the mouth of the Lick- 
ing River. On this land Denman located what is now 
the greater part of the business section of Cincinnati. 
This spot was a natural gateway to the South and 
North. It occupied an important position in relation 
to river travel from Pittsburgh to St. Louis. 

As a defense against the Indians a fort was completed 
at Losantiville on December 29, 1789. It was named 
Fort Washington. General St. Claire, while in com- 
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mand of Fort Washington, changed the name of Lo- 
santiville to Cincinnati in honor of the Society of the 
Cincinnati of which he was a member. This was a so- 
ciety composed of former officers of the Revolutionary 
War and was the leading one of its time. Cincinnati 
was founded and developed by Americans of English 
descent. They laid out the town, established the first 
schools and churches, organized the local government 
and inaugurated the city’s commercial and industrial 
life. 

About 1840, because of disturbances abroad, a great 
immigration of German refugees from Prussian oppres- 
sion came to Cincinnati. Why did they choose the 
Queen City rather than any other American city? Be- 
cause the Germans who arrived early wrote back to their 
friends and kinfolk across the water that the Ohio 
Valley was another Rhine Valley in appearance and fer- 
tility. The hills to the north of Cincinnati during the 
70’s and 80’s were covered with vineyards. Cincinnati 
at that time was the greatest wine-producing center in 
the United States. 

The 70’s and 80’s have been left far behind. The 
wine-producing centers of our country have passed into 
oblivion. Time and circumstances change many things. 
To Cincinnati these modifying agents have brought 
progress. The Queen City has traveled far. It is quite 
a different city from the one which the German refugees 
sought in the 19th century. 
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CROSLEY FIELD 


The Cincinnati Ball Club was the first organized 
baseball team in the United States. Crosley Field 
in Cincinnati is the only major league ball park 
in the heart of a city. It is only eight minutes 
motor journey from the hotel and business center. 
The Cincinnati “Reds” were the first big league 
team to play night baseball. 
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Credit Congress Industry Meetings 


Croups Prepare Programs for lial Congress 


We, in Cincinnati, are looking 
forward with genuine pleasure to 

WM welcoming you when the 47th 

annual Credit Congress convenes 
on Sunday, May 10th. 

Credit Congress week will be 
crowded with an outstanding pro- 
gram of activities and entertainment. 
One of the highlights will be the in- 
dustry meetings on Wednesday, May 
13th. The entire day will be devoted 
to the approximately thirty individual 
sessions which are scheduled. 

The industry meetings will be held 
at our three leading hotels — the 
Netherland Plaza, the Gibson and 
the Sinton. All have first class ac- 
commodations, and are within a 
block of each other, which will assure 
almost as much convenience as if it 
were possible to hold all of the ses- 
sions under one roof. 

Luncheons are being planned by 
most industries. In some cases, there 
will be joint luncheons addressed by 
outstanding speakers whose topics 
will be of general interest. 

Conditions today demand that we 
credit executives be on the alert, not 
only regarding what is going on in 
our own business, but in all other 
lines as well. This year, more than 
ever, we can profit immensely from 
the exchange of ideas afforded by the 
Credit Congress. The main Credit 
Congress program will cover the 
broad, general problems with which 
business is confronted; while the In- 
dustry Meetings will provide the op- 
portunity for informal discussion of 
mutual problems in individual in- 
dustries. 

The industry committees are work- 
ing on their programs. Many have 
tentatively scheduled some topics and 
speakers. Ample time will also be 
provided for open forum discussions 
to be selected according to their im- 
portance and relation to present con- 
ditions. 

All committees are anxious to 
formulate their programs along lines 
which will be of most interest to 
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By CARL A. ARMSTRONG 
Drackett Products Co., 
Cincinnati, Ohio 
Chairman, Industry Meetings Committee 


those in attendance. They invite your 
suggestions. I urge that you com- 
municate your thoughts and ideas to 
the chairman, or a member of the 
committee representing your industry 
—a list of which follows. And most 
important, plan now to attend the 
Credit Congress. You cannot afford 
to miss it! 


Industry Committees 


Advertising Media 

Chairman—Walter A. Lightbody, Chi- 
cago Tribune, Chicago, III. 

Vice-Chairmen—Mrs. H. A. Fischer, 
Christian Science Publishing Society, 
Boston, Mass.; B. D. Judkins, Indian- 
apolis News, Indianapolis, Ind.; Ar- 
thur A. Wendering, Berkeley Gazette 
Publishing Co., Berkeley, Calif. 

Treasurer—R. B. Gratzer, Courier Jour- 
nal & Times, Louisville, Ky. 

Automotive & Petroleum Supply Whole- 
salers 

Chairman—Henry J. Moorman, Valvo- 
line Oil Co., Cincinnati, Ohio. 

Vice-Chairman—H. W. Swenson, Rein- 
hard Brothers, Inc., Minneapolis, 
Minn. 


Bankers 

Chairman—Thomas F. Regan, National 
Bank of Commerce, New Orleans, La. 

Vice-Chairman—Arthur L. Moler, Fifth- 
Third Union Trust Co., Cincinnati, 
Ohio. 

Committee—Frank E. Jerome, Seattle 
First National Bank, Seattle, Wash.; 
Fred I. Robertson, Cleveland Trust 
Co., Cleveland, Ohio; Harry F. Schie- 
man, Chemical Bank & Trust Co., 
New York, N. Y. 

Brewers, Distillers & Wholesale Liquor 

Chairman—C. L. Weatherholt, Brown- 
Forman Distillers Corp., Louisville, 
Ky. 

Vice-Chairman—Albert J. Wiebelt, Jack- 
son Brewing Co., New Orleans, La. 


Building Material & Construction 

Chairman—H. D. Palmer, Detroit Steel 
Products Co., Detroit, Mich. 

Vice-Chairman—B. H. Erwin, Mosher 
Steel Co., Houston, Texas. 


Wil- 
Atlanta, 
Ga.; Harold H. Gloe, Morrison-Mer- 
rill & Co., Salt Lake City, Utah; H. 
L. Patterson, Sherwin-Williams Co., 
Dallas, Texas. 


Committee—Hinton Blackshear, 
lingham-Tift Lumber Co., 


Cement 


Secretary—E. Balestier, Jr.. One Park 
Avenue, New York, N. Y. 


Clothing, Men’s Furnishings, Dry Goods, 
Footwear, Ladies’ Wear & Millinery 

Chairman—(Will be announced later). 

Vice-Chairmen—Frank C. Knapp, Endi- 
cott-Johnson Corp., Endicott, N. Y.; 
O. E. Dreutzer, Alms & Doepke Co., 
Cincinnati, Ohio; A. D. Sunquist, 
Aalfs Baker Mfg. Co., Sioux City, 
Iowa; T. E. Wimberley, Lee Dry 
Goods Co., Inc., Shreveport, La. 


Coal & Solid Fuel 
(Committee will be announced later.) 


Confectionery Manufacturing 

Chairman—A. H. Mader, American 
Chicle Co., Long Island City, N. Y. 

Vice-Chairmen—Gordon D. Smith, Cur- 
tiss Candy Co., Chicago, Ill.; F. Law- 
son, McCormick’s, Ltd., London, Ont., 
Canada. 


Drug & Chemical 
Chairman—R. W. Rothhaas, 
Jergens Co., Cincinnati, Ohio. 


Vice-Chairman—E. T. Carlson, Johnson 
& Johnson, Chicago, IIl. 


Committee—Mrs. Katherine L. Houser, 
Chapman Drug Co., Knoxville, Tenn.; 
G. E. Gilman, Colgate-Palmolive-Peet 
Co., Kansas City, Mo.; J. C. Hajduk, 
Victor Chemical Works, Chicago, IIlI.; 
C. Rodriguez, Davol Rubber Co., 
Providence, R. I. 

Ex-Officio—J. W. Roberts, Vick Chem- 
ical Co., Wilmington, Del. 


Electrical & Radio 

Chairman—R. M. Rice, Manning, Bow- 
man & Co., Meriden, Conn. 

Vice-Chairman—John J. Hope, Jr., Cros- 
ley Corp., Cincinnati, Ohio. 

Committee—Robert C. Fiske, Pittsburgh 
Reflector Co., Pittsburgh, Pa.; Rich- 
ard H. Davis, General Electric Supply 
Corp., Boston, Mass.; H. L. Cum- 
mings, Westinghouse Electric Supply 
Co., St. Paul, Minn. 


Fine Paper 

Chairman—H. C. Steward, Whitaker 
Paper Co., Cincinnati, Ohio. 

Vice-Chairman—J. M. Bireley, J. W. 
Butler Paper Co., Chicago, IIl. 

Committee—Charles W. Hess, Seaman- 
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THE FUNCTION OF CREDIT 
IN A NATION AT WAR! 


Credit played an important role in building the Amer- 
ican way of life, in raising our standards of living to 


the highest in the world. 


Today credit is waging a mighty battle to protect that 


which it helped create. 
Credit forges tools and erects plants. 


Credit purchases raw materials and speeds the finished 
delivery. 


Credit is the silent partner alike of the contractor and 
sub-contractor. 


Credit is mobile, strong, and far reaching. 


—Extract from an announcement by 


Commer- 


cial Investment Trust Corporation, New York. 





Patrick Paper Co., Detroit, Mich.; E. 
G. Holmes, C. P. Lesh Paper Co., In- 
dianapolis, Ind.; C. A. Jenson, Louis- 
ville Paper Co., Louisville, Ky. 


Food Products & Allied Lines Manufac- 
turing 

Chairman—Frank H. Wheat, Universal 
Match Corp., Ferguson, Mo. 

Vice-Chairman—Carl A. Armstrong, 
Drackett Products Co., Cincinnati, 
Ohio. 


Food Products & Confectionery Whole- 
salers 

Chairman—T. B. Hendrick, Collins- 
Dietz-Morris Co., Oklahoma City, 
Okla. 

Vice-Chairman—Charles McCarthy, Lee 
& Cady, Grand Rapids, Mich. 

Committee—M. E. Filson, J. A. Folger 
& Co., Kansas City, Mo.; G. E. Wil- 
son, Ritchie Grocery Co.; El Dorado, 
Ark.; A. G. Wright, John Scowcroft 
& Sons Co., Ogden, Utah. 


Furniture, Floor Coverings & Home 
Furnishings 

Chairman—(Will be announced later.) 

Vice-Chairmen—A. L. Spence, Foster 
Bros. Mfg. Co., St. Louis, Mo.; C. F. 
Striet, C. F. Striet Mfg. Co., Cincin- 
nati, Ohio. 

Committee—F, Luneke, Grand Rapids 
Bedding Co.; Grand Rapids, Mich.; D. 
M. Messer, Dohrmann Commercial 
Co., San Francisco, Calif.; J. T. Smith, 
Rosenfeld Co., Atlanta, Ga. 


Hardware Manufacturing 
Chairman—H. T. Riddick, Osborn Man- 
ufacturing Co., Cleveland, Ohio. 
Vice-Chairman—W. D. Eck, H. D. Hud- 
son Mfg. Co., Chicago, IIl. 
Committee—H. H. Hummel, National 
Screw & Mfg. Co., Cleveland, Ohio; 
H. W. Joling, Knape & Vogt Mfg. 


Co., Grand Rapids, Mich.; E. W. 
Lane, American Screw Co., Provi- 
dence, R. I. 
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Hardware Wholesalers 


Chairman—G. C. Klippel, Van Camp 
Hardware & Iron Co., Indianapolis, 
Ind. 

Vice-Chairman—Otto L. Burger, Kruse 
Hardware Co., Cincinnati, Ohio. 

Committee—James N. Jones, Decatur & 
Hopkins Co., Boston, Mass.; David D. 
Smith, Kelley-How-Thomson Co., Du- 
luth, Minn.; M. G. White, Stratton- 
Warren Hardware Co., Memphis, 
Tenn.; W. G. Wilhelm, Union Hdwe. 
& Metal Co., Los Angeles, Calif. 


Insurance 


Chairman—Don C. Campbell, Conti- 
nental Insurance Co. of New York, 
Chicago, IIl. 

Vice-Chairmen—T. Alfred Fleming, Na- 
tional Board of Fire Underwriters, 
New York, N. Y.; J. Dillard Hall, 
United States Fidelity & Guaranty Co., 
Baltimore, Md.; H. J. Lowry, Michi- 
gan Mutual Liability, Detroit, Mich.; 
G. H. McClure, Lumbermen’s Mutual 
Casualty Co., Chicago, Ill.; J. M. 
Eaton, American Mutual Alliance, 
Chicago, IIl. 

Secretary—E. B. Moran, National As- 
sociation of Credit Men, Chicago, IIl. 


Iron & Steel 


Chairman—Paul F. Smalley, Newport 
Rolling Mill Co., Newport, Ky. 

Committee—E. P. Foley, Republic 
Steel Corp., Cleveland, Ohio; J. D. 
Ford, Wheeling Steel Corp., Wheel- 
ing, W. Va.; K. C. Sommer, The 
Youngstown Sheet & Tube Co., 
Youngstown, Ohio; O. B. Tearney, 
Inland Steel Co., Chicago, IIl. 


Machinery & Supplies 

Chairman—G. B. Ripley, 
Laundry Machinery Co., 
Ohio. 

Vice-Chairmen—Virgil V. Grant, Cater- 
pillar Tractor Co., Peoria, Ill.; J. T. 
McKenna, Chicago Molded Products 
Corp., Chicago, IIl. 


American 
Cincinnati, 





Meat Packing 

Chairman—Richard C. Dougherty, Geo. 
A. Hormel & Co., Austin, Minn. 

Vice-Chairman—R. H. Fried, Fried & 
Reineman Packing Co., Pittsburgh, 
Pa. 

Committee—E. R. Bohart, E. Kahn’s 
Sons Co., Cincinnati, Ohio; R. A. Car- 
rier, Agar Packing & Provision Corp., 
Chicago, Ill.; Glen R. Hicks, Wilson 
& Co., Chicago, Ill.; A. L. Jones, 
Armour & Co., Chicago, Ill.; Harry 
Mercer, Swift & Co., Chicago, IIL; 
L. D. Vanderham, Cudahy Packing 
Co., Chicago, IIll.; J. E. Walsh, Oscar 
Mayer & Co., Chicago, IIl. 


Paint, Varnish, Lacquer & Wallpaper 

Chairman—F., J. Hamerin, Lilly Varnish 
Co., Indianapolis, Ind. 

Vice-Chairman-—C. W. Heitman, 
Paint Co., Inc., Cincinnati, Ohio. 

Committee—Alice R. Smith, Tuttle Paint 
& Glass Co., El Paso, Texas; H. E. 
Rhell, John T. Lewis & Bros. Co., 
Philadelphia, Pa.; E. N. Ronnau, Cook 
Paint & Varnish Co., Kansas City, 
Mo.; Dwight Sherburne, A. Burdsal 
Co., Indianapolis, Ind. 


Paper Products & Converters 

Chairman—E. Wylie, Container Corp. of 
America, Chicago, III. 

Committee—R. L. Burry, Wayne Paper 
Box & Printing Corp., Fort Wayne, 
Ind.; H. W. Tuttrup, Northern Paper 
Mills, Green Bay, Wisc. 


Petroleum Refiners 

Chairman—Robert P. Dean, Standard 
Oil Co. of Pa., Philadelphia, Pa. 

Vice-Chairmen—R. C. Gordon, Shell Oil 
Co.; St. Louis, Mo.; Geo. L. Martin, 
Johnson Oil & Refining Co., Chicago, 
Ill.; W. M. Shelton, Union Oil Co. of 
Calif., Los Angeles, Calif. 


Plumbing & Heating 
Chairman—Frank V. Bigelow, Malleable 
Iron Fittings Co., Branford, Conn. 


Committee—Miss Emily Davidson, Chi- 
cago Pump Co., Chicago, IIl.; J. F. 
Metzger, Crane Co., Cincinnati, Ohio; 
Harold J. Rooney, Grinnell Co., Tor- 
onto, Ont., Canada. 


Public Utilities 

Chairman—Harry S. Hahn, The Ohio 
Fuel Gas Co., Columbus, Ohio. 

Vice-Chairmen—E. A. Smith, New Or- 
leans Public Service, Inc., New Or- 
leans, La.; L. L. Starrett, Common- 
wealth Edison Co., Chicago, III. 

Committee—Richard Breed, Atlantic 
City Electric Co., Atlantic City, N. J.; 
C. H. Gobrecht, Mountain Fuel Sup- 
ply Co., Salt Lake City, Utah; Harold 
West, Indiana and Michigan Electric 
Co., South Bend, Ind. 


Textile 

Chairman—A. J. Pischel, Joshua L. 
Baily & Co., New York, N. Y. 

Vice-Chairman—C. Callaway, Jr., Crys- 
tal Springs Bleachery, Inc., Chicka- 
mauga, Ga. 

Committee—Arthur W. Macy, Indian- 
apolis. Glove Co., Indianapolis, Ind.; 
A. James Mill, Mill Factors Corp., 
New York, N. Y. 
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Forms and Equipment."’ Send my copy right away. No 
obligation, of course. 
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Remington Rand Inc. 
465 Washington St., 
Buffalo, N. Y. 


Loose Leaf Division No. CFM 342 


es, | want “The Office Manual of Loose Leaf Binders, 


TELLS HOW TO CUT COSTS, INCREASE 
CLERICAL EFFICIENCY, IMPROVE CUSTOMER 
SERVICE, COVERS EVERY TYPE OF BINDER 
AND APPLICATION FROM SALES TO STOCK 


You need this new ‘‘manual.” It will 
bring you up to the minute on housings 
that facilitate full compliance with war- 
time regulations pertaining to record 
retention. It will help you cope with 
coming restrictions of office worker 
shortage. 


100 PAGES 


This is the most complete presentation of 
loose leaf binders, forms and equip- 
ment ever brought within a single cover. 
The 100 pages are lavishly illustrated in 
natural colors. 


YOUR COPY IS READY 


The coupon above will bring your copy 
at once. Just fill in the coupon, mail it 
today, and we will have “The Office 
Manual of Loose Leaf Binders, Forms, 
and Equipment” at your desk without 
delay. No obligation! 


LOOSE LEAF DIV. RAND | N. Y. 


EMINGTON INAND INC. 
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Summer Institute of Credit Management 


Names ive Austenctors Jo 1942 —aculty 


Advance announcement regard- 
ing teaching personnel for the 
second annual Summer Institute 
of Credit Management reveals 
that five faculty members have al- 
ready been selected for the two weeks 
session, July 26 to August 8, 1942. 
The Summer Institute of Credit 
Management, which is sponsored by 
the National Association of Credit 
Men and Babson Institute of Busi- 
ness Administration, on the campus 
at Babson Park, Mass., offers: 
(1) Analysis of Financial State- 
ments 
(2) Bankruptcy and Reorganiza- 
tion 
(3) Business Economics (includ- 
ing money, production, distribution, 
labor, and capital management ) 
(4) Business Psychology 


(5) Commercial Law (including 
contracts and sales) 

(6) Credit Department Manage- 
ment and Procedures (including let- 
ters, collection processes, banking 
credit, information sources, relation- 
ship of sales and finances and credit) 


(7) Management Problems and 
Policies (including emphasis on cor- 
porate finance and distribution) 

(8) Public Finance (including the 
effect of taxes on business) 


Lecturers named thus far are: 
Eugene J. Benge of Eugene J. Benge 
Associates, Chicago, IIl.; Professor 
Louis P. Starkweather of New York 
University, New York; Professor 
Andrew Petersen, Harold Hastings 
Shively and John E. Millea of the 
Babson Institute faculty. 

At this early stage there are al- 
ready many indications that the suc- 
cessful record of last year will be 
duplicated or even exceeded. Reser- 
vations have already been made by 
outstanding credit executives look- 
ing forward to attendance as an op- 
portunity to keep abreast of the rapid, 
everchanging business world, to ex- 
change ideas and problems with other 
progressive credit managers and to 
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vitalize the sources of mental power 
and professional enthusiasm. 

This Summer Institute of Credit 
Management, held at Babson Insti- 
tute, will be located just 12 miles west 
of Boston in the heart of Wellesley 
Hills, noted as one of the beauty spots 
of New England. The campus is 
situated on a pine-wooded hillside 
overlooking the broad well-kept fair- 
ways of an excellent golf course. 

The dormitories provide spacious 
and comfortable housing for 150. 
Most of the rooms are double, well 
furnished, with twin beds, two study 
tables and ample closet space. Large 
connecting baths provide double toilet 
facilities and showers. The dining 
root can serve all at one sitting. 


Practicality Stressed 


THE educational facilities designed 

for practical training in business 
management leave little to be desired. 
The library just recently constructed 
represents several years of careful 
architectural research. It is not a 
mere depository of books but a plant 
designed for efficient availability of 
information on any business subject. 
The quiet, academic dignity of the 
whole campus creates an atmosphere 
conducive to study. 

Those planning to attend the Sum- 
mer Institute, should be prepared for 
two weeks of intensive education. 
The value of this school to the indi- 
vidual depends on his serious intent 
and the conscientious time and effort 
he devotes to the program. 

Suitable certificates will be award- 
ed to those showing evidence of satis- 
factory completion of courses. In- 
asmuch as facilities of the Institute 
cannot accommodate all who wish to 
enroll, it would be unfair for anyone 
to register unless he intended to make 
full use of the educational offerings. 

The cost has been held to a mini- 
mum. $90. will cover room, and 
board and tuition for the two weeks. 
The only other expenditures neces- 
sary will be for transportation, laun- 
dry and incidentals. 


22 


MPLE time will be available to 

relieve the stress and strain of 
study and class and lecture attend- 
ance. The campus and immediate 
environs are replete with recreational 
facilities, thus enabling the utmost 
economy of spare time. 

Golf at its best can be enjoyed by 
merely stepping across the street. 
Although a private club, arrange- 
ments have been made for play on the 
adjoining golf course at nominal fees. 
Other excellent nearby courses will 
also be opened to registrants. 

The free use of the tennis courts 
on the campus will be permitted. You 
may indulge in soft-ball, volley ball, 
badminton, handball on the grounds 
and in the gymnasium. Swimming in 
nearby lakes and pools, as well as 
mounts from nearby stables, will pro- 
vide additional recreation. 


Family Arrangements 


HOSE desiring to combine the 
Institute session with a vacation 
on the eastern seaboard may have 
their wives accompany them. Board 
and room can be provided for wives 
at $60. for the two weeks. Any one 
of several historic spots around Bos- 
ton, Lexington, Concord, Plymouth 
and Gloucester can be visited by the 
ladies during the morning or after- 
noon. Formal social gatherings, 
recreations, and friendly rides 
through the interesting countryside 
will leave no time for ennui. 
Reservations must be made early 
to assure attendance. Course regis- 
tration and room assignments pro- 
cedure will be announced shortly. 
Checks will be due the latter part of 
June. Should registration exceed 
the number that can be comfortably 
accommodated, the right is reserved 
to make allotments in order to obtain 
as wide a representation of associa- 
tion membership as is possible. Res- 
ervations have already been received 
from cities as far apart as New 
Haven,. Minneapolis, Oakland, Phil- 
adelphia, Saginaw, St. Louis and 
New York. 
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SURPLUS 29 poucyHoLDEns : 

) | Baa Caaaars 2 LIABILITIES CAPITAL sitemen esti : 

1896 American & Foreign Insurance Company $ 7,650,982 $ 2,629,029 $1,500,000 $ 5,021,953 $ 5,105,921 

1863 The British & Foreign Marine Ins. Co., Ltd.+ . . 4,786,157 2,588,321 500,000 «2,197,836 2,339,266 

| 1911 Capital Fire Insurance Company of California. . 2,342,569 413,176 —_ 1,000,000: 1,929,394 2,004,904. 

1922 Eagle Indemnity Company . 10,580,254 8,080,254 1,000,000 2,500,000 —.2,732,601_ 
1908 Federal Union Insurance Conapatiy. 3,546,738 1,388,578 1,000,000 «2,158,158 2,263,515. 

| 1911 Glebe Indeumity Commeny . 43,753,975 33,753,975 2,500,000 10,000,000 11,197,218 

: | 1836 The Liverpool & London & Globe Ins. Co. Ltd.t . 18,478,222 11,314,682 500,000 7,163,540 7,817,755. | 

| | 1811 ‘The Newark Fire Insurance Conteans . 10,556,422 4,096,003 2,000,000 6,460,419 + 6,652,379 

| 1891 Queen Insurance Company of America . . 23,768,936 11,061,382 5,000,000 + —12,707,554 13,221,126 

| | 1910 Royal Indemnity Company. . 37,202,941 29,702,941 2,500,000 7,500,000 «8,761,219 
1845 Royal Insurance Company, Ltd; . . 21,528,740 11,796,500 500,000* 9,732,240 10,274,922 
1924 The Seaboard Insurance Company . . 1,628,362 409,937 600,000 ~—=1,,218,425 1,262,718 
1896 Star Insurance Company of Auaaile . 6,231,892 3,251,374 1,000,000 «2,980,518 3,136,924 - 

7 | 1860 Thames & Mersey Marine Insurance Co., Ltd.¢ . 3,009,502 1,879,259 : "500,000" 1,130,243 1,186,038 : 

ot | | ' 
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-| ROYAL’ LIVERPOOL GROUPS 


ONE HUNDRED FIFTY WILLIAM STREET, NEW YORK, Ne X. 
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National Income Studied 





—Ditailed Analysis Made by Professor Kuznets 


Economic data which will be of 
basic importance in helping those 
uw who must guide the country 
through its conversion to a war 
economy and, eventually, back to a 
civilian one, are presented by Pro- 
fessor Simon Kuznets, of the Na- 
tional Bureau of Economic Research 
and the University of Pennsylvania, 
in National Income and Its Compo- 
sition 1919-1938, an elaborate study 
he has just completed for the Na- 
tional Bureau of Economic Research. 
Dr. Kuznets’ study is essentially a 
survey of the amounts and kinds of 
goods produced by the economic sys- 
tem and of the ways in which these 
goods afe distributed among the vari- 
ous elements of the population. 

Dr. Kuznets brings out many new 
conclusions in the course of his study. 
He finds, for example, that important 
changes in the sources from which 
the United States derives its national 
income have taken place over the last 
two decades. 

Conspicuous is the fact that the 
proportion of the country’s income 
coming from the commodity produc- 
ing industries declined over the period 
from 1919 to 1938 covered by Dr. 
Kuznets’ study. More surprising is 
the conclusion that the share con- 
tributed by transportation and distri- 
bution also declined. 


Government and Service 
Industries Gain 


N contrast to these declines, the 

share of the national income pro- 
duced by the service industries and 
by the government has risen marked- 
ly. Although their proportion of the 
national income has gone down, the 
commodity producing industries con- 
tinue to provide a very large per- 
centage of the total. For the entire 
period from 1919 to 1938 these in- 
dustries account for approximately 
40 per cent of the aggregate income 
of the country. Industries concerned 
with commodity transportation and 
distribution account for approximate- 
ly one-fifth of the total. The remain- 
ing 40 per cent is accounted for by 
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the direct service industries. 

The conclusions already cited are 
only a few of the many facts brought 
out by Dr. Kuznets in the course of 
his long, detailed presentation of the 
results of his analysis. Thus he con- 
cludes that in spite of the great ex- 
tension of the field occupied by cor- 
porations and the growth of many 
very large and conspicuous corpora- 
tions, unincorporated business enter- 
prises still play a surprisingly large 
part in producing the income of the 
country. 

“Industries in which unincorpor- 
ated firms are still numerous ac- 
counted on the average for over half 
of national income and aggregate 
payments,” he says, “those in which 
private corporations predominate, for 
23 per cent, those in which semi-pub- 
lic corporations predominate, for 13 
per cent, and government, for 11 to 
12 per cent.” 


Size of National Income 
Q VER the period 1919-38, Dr. 


Kuznets finds, national income 
in current prices averaged $66.7 bil- 
lion per year. When adjusted for 
price changes and expressed in 1929 
prices, however, the annual average 
of national income amounts to ap- 
proximately $70 billion. 

Measured in current prices, rather 
than in: stable ones, income totals de- 
clined substantially over the twenty 
years studied. If the figures are ex- 
tended back to 1909, however, 
through the use of indexes computed 
from earlier studies of income, it be- 
comes apparent that the period of 
thirty years has witnessed a substan- 
tial rise in aggregate income. In 
other words, despite the severity of 
the depression in the early ‘thirties, 
the national income did not fall to the 
levels prevailing during the period 
from 1909 to 1918. 

If the income record is adjusted 
by the use of stable prices rather than 
fluctuating ones, the picture changes 
still further. Thus measured, the in- 
come totals rise over the twenty-year 
period studied. The decline in ag- 
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the 
twenties to the ’thirties is due ex- 
clusively to a sharp fall of prices. 


gregate national income from 


Per Capita Income Falls 


HE rise in “real” income was 

quite moderate, however, the sec- 
ond decade of the period studied hav- 
ing achieved a total only 3 per cent 
above that of the first decade. Over 
the same period, growth at an ap- 
preciably more rapid rate character- 
ized the population, the number of 
gainfully occupied persons and the 
number of “consuming units” (a sta- 
tistical device designed to eliminate 
from the figures the effects of changes 
in the composition of the population 
by age). Asa result, “‘real’’ national 
income per capita, per person gain- 
fully occupied and per “consuming 
unit” declined over the period. 

Dr. Kuznets concludes that ap- 
proximately two-thirds of the na- 
tional income is paid out in the form 
of wages and salaries and that the 
shares of the total income received as 
wages and salaries have tended to 
rise over the twenty-year period. 

During 1919-38, employee com- 
pensation (wages, salaries, pensions, 
etc.) accounted on the average for 63 
per cent of national income, and en- 
trepreneurial net income (incomes of 


individual entrepreneurs such as 
farmers, storekeepers, independent 
professional practitioners and _ the 


like), for 17.6 per cent. The sum of 
the two, total service income, con- 
stituted on the average about 81 per 
cent of national income. 

“Total property income, including 
rent, was slightly less than one-fifth 
of the national income. Of the three 
types, dividends averaged 6 per cent 
of national income, interest, 7, and 
rent, 6. Net savings of corporations 
and governments averaged less than 
one-half of one per cent of national 
income, and net savings of all enter- 
prises, less than one per cent. 


Net Savings Decline 


HE two decades studied are 
characterized by a sharp decrease 
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in business savings. “Net savings of 
enterprises,” Dr. Kuznets says, “con- 
stitute a strikingly declining share of 
national income.” This decline over 
the period was observed almost uni- 
formly within all industries. 

“For the few industries for which 
wages and salaries could be separated, 
excepting food and tobacco manu- 
facturing, the distribution changed 
markedly in favor of salaries. 

“The share of entrepreneurial with- 
drawals in national income showed 
no definite movement over the period ; 
its share in both totals of aggregate 
payments declined. 

“The share of interest and divi- 
dends in national income and both 
aggregate payments totals increased 
significantly over the period in the 
preponderant majority of industries. 

“The share of rent in national in- 
come and both aggregate payments 
totals declined. Since all rent is as- 
signed to one industry, real estate, 
the share of total property income in 
both net income originating and total 
payments increased in the preponder- 
ant majority of industries. Were the 
effects of shifts in industrial composi- 
tion removed, its share in both na- 
tional income and aggregate pay- 
ments would still rise.” 


Income and the Business Cycle 


NATIONAL income and _ other 

comprehensive income totals, Dr. 
Kuznets says further, “in current 
prices fluctuate in close conformity 
with business cycles. Adjustment for 
price changes sharply reduces ampli- 
tudes.” 

“National income and aggregate 
payments in 1929 prices, when cal- 
culated on a per person engaged basis, 
rise during four contractions and de- 
cline only from 1929 to 1932. 

Continuing his analysis of the ef- 
fects of business cycles on income, 
Dr. Kuznets finds that “the country- 
wide totals of wages and salaries, 
entrepreneurial withdrawals, etc., 
show fairly consistent conformity to 
business cycles; i. e., they rise during 
expansions, decline during contrac- 
tions, and their differential movement 
TS negative. The one conspicuous ex- 
ception is interest. 


Income and Capital Formation 


URTHER evidence of what has 
happened to savings during the 
last twenty years is obtained by Dr. 
Kuznets from his analysis of capital 
formation, which, he says, “averaged 


Credit and Financial Management 


FIGURES ARE VITAL IN 


aT 


AIRCRAFT 


Figures are the lifeblood of war production... . figures 


on which to base estimates, budgets, commitments 
. . . figures that keep materials and parts moving 
toward scheduled assembly points . . . figures that 
assure the prompt payment of employees . . . figures 
for providing up-to-the-minute reports which permit 
management to make quick decisions, take quick 


action. 


Both government and industry use Burroughs 
machines of many different types and styles for 
obtaining these vital figures and writing essential 
records in less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE CO. e« DETROIT, MICH. 


me 


Burroughs 


DOES THE WORK IN LESS TIME + WITH LESS EFFORT + AT LESS COST 
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over the period about 6 per cent of 
national income.” 

“The share of net capital formation 
in national income,” he continues, 
“declined over the period by reason 
of the extremely severe contraction in 
1929-32 and the failure of capital for- 
mation to recover sufficiently to offset 
fully the effects of that contraction. 
The decline is accounted for by the 
decline in the share of private capital 
formation. The share of public con- 
struction, the only non-private com- 
ponent of capital formation that can 
be segregated, does not decline.” 

Very striking has been the differ- 
ence between private and individual 
and corporate savings during the 
period. “When net capital formation 
is apportioned among savings of vari- 
ous types,” the study says, “the share 
attributable even during 1919-28 to 
corporate savings amounts to less 
than 15 per cent; to savings of unin- 
corporated firms, to about 20 per 
cent; to savings of governments, to 
more than 15 per cent; and to indi- 
viduals’ savings, to 50 per cent. This 
dominance of the share attributable 
to individuals’ savings was even more 
marked in the second decade, when 
savings of enterprises became nega- 
tive. 


Meaning of “Income” 


N an introductory chapter Dr. 

Kuznets discusses the concepts he 
has used, the reasons for adopting 
them and the significance of his 
choices for those who use his statis- 
tical data. 

“National income may be defined,” 
he says, “as the net value of all eco- 
nomic goods produced by the nation. 
Each term in this definition—‘net 
value’, ‘economic goods’, ‘produced’, 
‘nation’—is circumscribed by a wide 
area of reference accepted by common 
agreement and a substantial periphery 
subject to controversy and treated 
differently from time to time, country 
to country, and investigator to in- 
vestigator. 

“When any estimate is examined 
critically, is becomes evident that the 
maker, wittingly or unwittingly, has 
used one or more criteria of produc- 
tivity. The statistician who supposes 
that he can make a purely objective 
estimate of national income, not in- 
fluenced by preconceptions concern- 
ing the ‘facts’, is deluding himself; 
for whenever he includes one item or 
excludes another he is implicitly ac- 
cepting some standard of judgment, 
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his own or that of the compiler of his 
data.” 

The author describes the choices 
he has made among alternative con- 
cepts and procedures and their con- 
sequences. “Limiting national in- 
come to results of economic and pro- 
ductive pursuits,” he says, “forced us 
to exclude many satisfaction-yielding 
activities, primarily those conducted 
within the family, that may be con- 
sidered part of life in general rather 
than economic activity proper. In- 
cluded are results of pursuits whose 
products appear on markets. The 
only non-monetary items included are 
goods retained by producers for their 
own consumption, payments in kind 
by enterprises to ultimate consumers, 
and imputed income on owner-oc- 
cupied houses. 

“*National income’ was confined to 
the most comprehensive total, that of 
net value produced, and production 
was estimated, as far as possible, for 
all phases of the continuous flow from 
raw materials to finished products. 
Hence national income for any year 
includes goods not as yet on the 
market (uncompleted production, es- 
timated at cost) as well as goods, 
parts of which were produced in the 
preceding period (value for current 
year to include only the production 
that took place during the year). 


Basic Assumptions Made 


D®: KUZNETS points out that 

the decisions embodied in these 
definitions embody “basic analytical 
assumptions” whose bearing upon the 
interpretation of his estimates is ex- 
tremely important. 

“In defining national income the 
fundamental distinctions between: 
(a) economic and other activities, 
(b) productive and unproductive ac- 
tivities, and (c) regular processes of 
production and extraneous factors 
imply fundamental notions concern- 
ing the meaning of economic produc- 
tivity—notions that represent a social 
philosophy. These notions may seem 
axiomatic, but they are essentially as- 
sumptions, not observations; and 
they are not in the nature of scientific 
statements subject to test. 

“In formulating these notions we 
attempted in general to hold con- 
sistently to two theses. The first is 
that needs of ultimate consumers pro- 
vide the touchstone by which the re- 
sults of economic activity are to be 
judged; that ‘productive’ designates 
the positive contents of economic ac- 


tivity viewed in terms of the satisfac- 
tion of recognized needs of ultimate 
consumers, present and future. 

“The second thesis is that in judg- 
ing relevance to needs, the overt ex- 
pression of social judgment, the 
standards followed by society in its 
economic institutions are to be ac- 
cepted as a guide.” 

Dr. Kuznets makes a similarly de- 
tailed examination of the ways in 
which the national income can be al- 
located into parts in order to study 
its composition. Chapters describe 
in great detail the basic data used in 
the course of the study and the ways 
in which they were adjusted in order 
to arrive at its final conclusions. 


Care in Checking 
Credit Risks 


(Continued from page 11) 
part, upon its priority rating. 

Priority rating is an essential in 
securing our merchandise. It, there- 
fore, becomes part of the credit pic- 
ture. All of our accounts are rated 
as to priorities. Between two of 
equal financial strength, the higher 
priority will get the credit. A com- 
pany doing 8% defense work and 
92% non-defense work has, today, a 
poor chance of getting its orders 
filled. 

On the other hand, we have to be 
on guard against unsound expansion 
based upon war orders. It is difficult 
to set up any general rules covering 
such cases. Each one must be studied 
and judged upon its own merits. 

Discount chiseling is a very minor 
problem with us. We keep a small 
special file of such accounts, but find 
that the number of repeaters is very 
negligible. We use a series of three 
letters to those who take an unearned 
discount. It has been our experience 
that such a campaign cleans up the 
situation. Every three or four years, 
for some unexplained reason, we may 
have a slight “peak” of such cases. 
We take care of them and the mat- 
ter seems to solve itself for quite a 
period. 


Direct Appeal Brings Payments 


E have, however, had good re- 

sults in getting our customers 
to pay within the discount period. 
Yet we have used nothing more elab- 
orate than a rubber stamp on 4a 
statement. We have two stamps. 
One reads: 


? CASH DISCOUNT ? 
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Your check due the 10th 
not received. Have you 
overlooked this profit? 2% 
10th prox means 36% per 
annum. 

The second reads: 

! ! NOTICE ! ! 
2% 10th prox means 36% 
per annum. ACT NOW. 
Save $.... on above acct. 
Add to your profit. 

We have tested both stamps under 
similar conditions and found that 
the second stamp, with its specific 
dollars and cents, far outpulls the 
first one. These stamps have more 
than paid their way. If our experi- 
ence indicates anything, it may show 
that the direct approach is best. 

Much has been written and said 


on the subject of sales and credit de- 
partment collaboration. In our com- 
pany there is 100% co-operation. In 
all the years I have been handling 
credits, I have never turned down an 
account on which the sales depart- 
ment and I were not in full accord. 
Neither the Sales Manager nor I like 
unprofitable business. We admit 
that a black sheep certainly looks dif- 
ferent and may have a good deal of 
charm. But we also know that we 
both want him in the same place—on 
the outside of our flock of accounts. 


At His Own Game 


An American visitor was being 
shown about the Australian bush, 
when a herd of bullocks made its ap- 
pearance. 


“What are those?” inquired the 
American. 

“Bullocks, of course,” came the re- 
ply. 

“In America they are three times 
as big,” was the comment. 

A mob (an Australian does not say 
flock) of sheep followed, and again 
the visitor asked what they were. 

“Sheep, of course,” answered the 
Australian. 

“Thought they were rabbits,” said 
the American. 

At last three kangaroos hopped 
along. 

“What are those?” asked the Amer- 
ican, 

“Grasshoppers, of course. Beat that 
one, if you can!” came the triumphant 
rejoinder. 
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throughout economic history . : . 
prime factors which herald the future. 
These economic factors— commodity 
prices, business activity, national in- 
come and the like— projected against 
a background of peace and war, pro- 
vide an indication of the future. 


This Chart of the 
Past Will Help You 
Chart the Future... 


The American Credit Indemnity Com- 
pany has had. this “Century of Busi- 
ness Progress” Chart prepared for 
the assistance of Credit Executives. 
Forty-five inches long in seven colors, 
the economic history of more than 
a hundred years may be visualized in 
minutes or studied exhaustively. Send 
the coupon or write to our Depart- 
ment C-3 for your FREE copy. 


HE War has multiplied your credit 

problems. Rapid changes within 

individual businesses and within en- 

tire industries have created problems 

J. F. McFadden much different than those existing in 

PRESIDENT time of peace. Conversion of industry 

* to War production, shifting popula- 

49 YEARS IN BUSINESS tions, supply of skilled labor, and 

ia priorities are causing booms in some 
industries, depressions in others. 


pr ee 


American Credit Indemnity Company of New York 
First National Bank Building, Dept. C-3 

Back of all these changes are econo- Baltimore, Maryland 
mic factors of vital importance to 
credit executives ... factors which 


have occurred and re-occurred 


Tae 
CREDIT INDEMNITY 
COMPANY 


of New YORK 


I should appreciate receiving a FREE copy of your 
chart ‘‘A CENTURY 'OF BUSINESS PROGRESS" 
together with information about Credit Insurance. 
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Now 


In response to the announcement 
yt N. A. C. M. would lead the 
Mway wherever possible on war 
production operations, National 
Defense committees have already 
been formed in 54 affiliated Associa- 
tions. These committees are in the 
Associations in the following cities: 
Albany, Albuquerque, Amarillo, 
Billings, Binghamton, Boston, Bristol, 
Buffalo, Chicago, Cincinnati, Cleve- 
land, Dallas, Davenport, Des Moines, 
FE] Paso, Fort Wayne, Fresno, Hart- 
ford, Jamestown, Kalamazoo, Knox- 
ville, Lansing, Lexington, Los Ange- 
les, Louisville, Newark, New York, 
Norfolk, Oakland, Oklahoma City, 
Omaha, Oshkosh, Parkersburg, Phil- 
adelphia, Pittsburgh, Portland, Prov- 
idence, Richmond, Rochester, St. 
Joseph, St. Paul, Salt Lake City, San 


Antonio, San Francisco, Seattle, 
Shreveport, Sioux Falls, Syracuse, 
Tacoma, Terre Haute, Waterloo, 


Wheeling, Youngstown. 

Progress during the last month has 
been quite satisfactory in the further 
organization of this work. These 
committees are now on the way to 
function so as to definitely help the 
government and also be beneficial to 
N. A. C. M. members who are affect- 
ed by the transition from peace-time 
to war-time production. 

A recent contact with government 
officials indicates that they desire 
small business interests to intelligent- 
ly present their cases to government 
representatives so that what they are 
or may be able to do, can be quickly 
integrated into the war production 
program. Another point to be borne 
in mind is that the initiative on this 
phase of war production must come 
from business itseli—the government 
is not generally going after business 
to take on government contracts. 

Industry should thoughtfully and 
with greatest care, formulate its pro- 
gram. The spirit of hearty coopera- 
tion with the Government’s endeavor 
will be manifested in part by the 
promptness with which this is done. 


Credit and Financial Management 





54 National Defense Committees 


at Work in NACM 


There are two (2) particular 
methods of approach. 

The First and paramount method, 
is for business of all sorts to get in 
touch with the Local Field Repre- 
sentative of the War Production 
Board (See Exhibit “A,” being a list 
of the Field Offices) —definitely make 
themselves known there just as they 
would solicit normal peacetime ord- 
ers. Business should keep after these 
contfacts again and again,—be pati- 
ent but persistent. THE FORE- 
GOING IS MOST IMPORTANT. 
Also, the above Field Offices should 
be contacted regardless of whether the 
business interest thinks it is qualified 
to participate, or not. Let the final 
decision on this rest with the Govern- 
ment. Be assured that the Govern- 
ment in all cases where possible, will 
earnestly strive to provide war work 
for those seeking same, either direct- 
ly, or indirectly (such as though a 
Prime Contractor, etc. ) 

The Second method suggested is 
the following, (referred to in Gov- 
ernment circles as the “Pooling Ar- 
rangement’). It should be ap- 
proached by local industry as a group. 

1. Take precise inventory of 
local manufacturing and other fa- 
cilities, supplies, etc. In some in- 
stances the Chamber of Commerce 
takes such inventory. In cases 
where they do not, and if the cost 
is considerable, your Association 
might induce your local Chamber 
to do it. That is really their func- 
tion. 

Reduce to substantial ideas what 

you can, or think you might, ac- 

complish for the Government. 

2. Ascertain from the Local 
Field Representative of the War 
Production Board, as nearly as pos- 
sible, the likelihood of the material- 
ization of a Government Defense 
Contract having as a foundation, 
the potentialities of your local in- 
dustrial picture. Here, too, the 


members through the local Associa- 
tion and/or the Defense Committee 
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should cooperate with the local 

Chamber of Commerce, etc., that 

is, if you have one that is function- 

ing. 

3. Through your local Chamber 
of Commerce, or other like organ- 
ization, urge the selection of a 
Leader, or, if advisable and prac- 
ticable, get one of these same bodies 
to call in an Engineer, to serve as 
Director. 

4. (Members should keep in 
contact with any Trade Associa- 
tions they may belong to, with the 
idea of possible joint cooperation 
on war production.) 

5. Decide on one of the two fol- 
lowing plans (preferred by the 
Government) for procuring orders, 
as well as for the execution of 
orders received from the Govern- 
ment. 

a. Form a Corporation com- 
prised of members of local in- 
dustry. Each member partici- 
pating would contribute what it 
could, the Corporation alone 
dealing with the Government. 
Again this plan is also suggested 
for undertaking by the local 
Chamber of Commerce, or simi- 
lar organization, which in addi- 
tion, may know or be able to as- 
certain the war industrial facili- 
ties, needs, etc., of other com- 
munities and where advantage- 
ous, endeavor to correlate same 
with those of their own locality. 

b. “Mother Hen Plan,” or so 
called “York Plan,” whereby one 
large concern, already in exis- 
tence, groups several other con- 
cerns with it in submitting a joint 
bid. (For details and method of 
procedure, contact your nearest 
W. P. B. office.) 

After deciding on one of the two 
plans, if a Corporation, the motions 
of forming same should be proceeded 
with, that is, it should to all intents 
and purposes, be set up in definitive 
form, 

Simultaneously with arriving at 
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the above decision, regardless of 
whether the “Corporation Plan” or 
the “Mother Hen Plan” is selected, 
the following steps should be taken: 


1. Make certain that the plan 
chosen is cleared by the Depart- 
ment of Justice as regards Anti- 
Trust Laws, etc. (Any _ subse- 
quent changes must likewise be 
cleared in this department.) 

2. Decide what in particular is 
to be manufactured. Then secure 
from the Regional Office of the 
War or Navy Department, blue 
prints, specifications, etc. 

3. Have the Director designated 
arrange a Production Flow Sched- 
ule—that is, a detailed outline as 
to: 

a. Methods of manufacture 
and Production procedure. 

b. Materials, including ques- 
tions of allocations, priorities, 
etc. 

c. Labor. 

d. Financing. 

(See Exhibit “B”, next at- 

tached, which outlines various 

methods for financing, and 

Exhibit “C’’, which is a list of 

the Government’s Regional 

Financial Representatives. ) 

4. Request the Procurement Di- 
vision of the Department with 
which you hope to deal, to inspect 
what has been done, that is, sur- 
vey plant facilities, etc., and there- 
after, secure from them an “all 
clear” signal. 

5. Finally, providing everything 
seems to be in order, seek a Gov- 
ernment contract. 

For your information, the Gov- 
ernment is reported to be well behind 
schedule in its War Purchasing Pro- 
gram. Very much is to be obtained, 
as indicated by the many billions of 
dollars recently voted by Congress 
for this purpose. The flow of prod- 
ucts must be established and uninter- 
tuptedly maintained. There is, there- 
fore, every reason why all worthy 
business enterprise should contem- 
plate participation in this war work, 
if they so choose. 

The foregoing, we believe, pre- 
sents, the most practicable methods 
for the procurement of Defense Con- 
tracts. These alternate plans out- 
lined are obviously beyond the scope 
of our Association’s undertakings as 
acredit group. Instead, as indicated, 
they are essentially the responsibili- 
lies of either (a) a local Chamber of 

(Continued on p. 31) 
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A Rearming Nation 


calls for added insurance protection 


N TODAY’S BATTLE of production depends the 
future of freedom. The wheels must be kept turning... 
American industry must be protected against loss. Insurance, 
supplying this protection, becomes a vital cog in national 
defense. Insurance men, upon whom industry depends for guid- 


ance in obtaining coverage, assume important responsibilities. 


Your U.S. F. & G. agent . . . one of 9,000 located through- 
out the nation . . . is thoroughly familiar with today’s intricate 
problems, both business and personal. For your protection, 
get in touch with him today: you'll find him listed in your 
*phone book. 


“Consult your Agent or Broker 


as you would your Doctor or Lawyer” 
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Commerical 
Credit Analysis 


(Continued from page 15) 

at the time credit is extended. 

. The proceeds of the credit will 
ordinarily pass through one or 
both of these forms of asset be- 
fore they become available for 
the liquidation of the debt. 

3. Not only do receivables and 
inventories represent the bulk 
of the current assets in a busi- 
ness but they also loom large 
in proportion to the total as- 
sets of the average enterprise. 

As a primary consideration in the 

evaluation of receivables in the bal- 
ance sheet, the necessity of ascertain- 
ing the identity and validity of the 
asset total was emphasized and cer- 
tain principles of classification pro- 
posed. The lineal relationship of re- 
ceivables to sales was thoroughly ex- 
plored as a source of enlightenment 
on the value and condition of receiv- 
ables and by integrating an interpre- 
tation of account agings into a con- 
sideration of the sales relationship 
through a “ratio-aging” process, we 
evolved a Ratio-Age Index reflecting 
directly and. significantly on the in- 
ternal age strength of the asset. 


tho 


Figures Indicative— 
Not Definitive 


AD debt losses and reserves were 

discussed and defined in relation 
to their place and import in the 
analysis of receivables and on the 
basis of a factual survey, attention 
was called to some of the factors ac- 
counting for variations in what we 
referred to as the “normal loss inci- 
dence” of varying trades and indus- 
tries. 

In concluding the treatment of ac- 
counts receivable, a section was de- 
voted to expounding the need, the 
importance, the computation, and the 
utility of a new “Quality Ratio” 
which, we contend, provides a posi- 
tive and invaluable index to the 
quality and liquidity of year-around 
receivables from period to period 
wherever its use is practicable. 

A few of the special considerations 
which should be invoked by the 
analyst in viewing trade notes and ac- 
ceptances receivable in the balance 
sheet were dealt with at reasonable 
length before advancing eventually to 
the problems involved in the evalua- 
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tion of inventories. 

Here we found new and varying 
principles to complicate the appraisal 
process and care was taken to lay a 
fundamentally sound groundwork by 
citing accepted accounting practices, 
classifying assiduously, and _ pro- 
pounding at length our own concepts 
of current inventory elements. The 
ratio of sales to merchandise was 
branded a makeshift relationship, 
evolving more from convenience than 
logic, and extended attention was 
given to the development and use of 
other methods of relating the inven- 
tory asset to volume factors as a 
means of appraising its value. 

Finally, we turned to a detailed 
consideration of the various methods 
of valuing inventories for balance 
sheet purposes and endeavored to im- 
press the analyst with the importance 
of breaking down generalities in 
terminology to avoid confusing con- 
ceptions of the bases used. Special 
valuation points and problems were 
touched on sufficiently to promote a 
serviceable understanding of their 
analytical significance and our dis- 
course was brought to a close. 

If no other thought is to be gar- 
nered from these pages, let it be this: 
Ratios, trends, proportions, indexes— 
use them all and advantageously so, 
but don’t lose sight of their limita- 
tions; they are indicative, not defini- 
tive, and where they point to the ne- 
cessity and the procedure is prac- 
ticable, we should always delve be- 
hind the figures into the underlying 
basic situation to determine its fun- 
damental soundness. 





Fundamentals of Credit 
Do Not Change 


(Continued from page 7) 

There is no more reason to over- 
extend government credit than there 
was to print too much paper money 
or to sweat the gold and silver coins 
in circulation. In the last analysis, 
monetary mechanisms belong to the 
people. Bad money means suffering 
for all who use it; bad credit will 
mean no less. The economic conse- 
quences of using bank credit for 
wholesale government expenditures 
are not yet known, but already they 
call for caution and already they have 
turned the attention of thoughtful 
men.to an analysis of the true basis 
of credit and to a skeptical refusal to 
admit that anything but solvent pro- 
ductivity and courageous conserva- 
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tion can back this instrument which 
has now become the principal means 
of transacting the business of the 
world. 


Plant Protective 
Measures Listed 


The protective organization in 
each industrial plant, business 
establishment or public building 
sheuld consist of a Plant Defense 


Coordinator and Heads of Fire, 
Police, Medical and Maintenance 
Divisions. 


The office of the Plant Defense Co- 
ordinator should provide for com- 
munication with the civil air raid 
warning system, control of transpor- 
tation facilities, liaison with local gov- 
ernment authorities. 

The Coordinator should develop an 
intra-plant communication system that 
permits of immediate transmission of 
messages between his office and 
squads organized under the four Di- 
visions. The system should be inde- 
pendent of the telephone, using run- 
ners or cyclists. A distinctive signal 
should be arranged to indicate a gas 
attack. 

Personnel should first be trained as 
individuals, then as squads, finally the 
entire organization. While small 
plants may require only a simple 
system, the following four essentials 
must be present. 


Four Divisions Needed 


IRE Fighting Division, headed by 

a responsible man in complete 
charge of fire-fighting men, and equip- 
ment, heavy and portable. A Police 
Division, in charge of the plant Police 
Chief, with general responsibility for 
maintenance of discipline and devel- 
opment of morale. The Plant Physi- 
cian, one qualified to handle poison- 
gas cases, be in charge of all am- 
bulance service and responsible for 
the establishment of first aid stations 
manned by competent employees. 
The Chief Engineer’s responsibilities 
are the protection, maintenance and 
repair of the physical plant. 

A detailed list of duties of each Di- 
visional Chief, with lists of recom- 
mended equipment for Fire Watcher 
Stations, members of Fire and Utility 
Squads appear in “Protection of In- 
dustrial Plants and Public Buildings” 
issued by The United States Office of 
Civilian Defense, Washington, D. C. 
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Now in Active Work 


(Continued from p. 29) 


Commerce or like body, or, if there 
is none such in existence (b) your 
member concerns, either through 
your Association or through the 
medium of your Defense Committees, 
should as already stated, be advised 
of the most advantageous procedure 
in the hope that as a cooperative 
group, they would put into effect one 
of the two plans. 

Your Association or Defense Com- 
mittee becomes of definite service in 
this connection since you cause these 
plans to be considered. Also it would 
be of value to have a follow through 
with the Chamber of Commerce (or 
similar Association) on any steps of 
this sort that it might undertake. 

Lastly, if you reach an impasse in 
your efforts toward participation in 
the war industrial program, we again 
urge that you seek the counsel of the 
Local Field Representative of the 
War Production Board. Your best 
chance of solving many knotty prob- 
lems lies right there. However, 
should the solution be not forthcom- 
ing to your satisfaction, and for any 
reason you care to turn to us, be as- 
sured we will be glad to do what we 
can to aid you. For instance, there 
may be questions that need the spe- 
cial and direct guidance of Washing- 
ton. These we are glad to take over, 
that is, try to get them ironed out 
providing, of course, that the ques- 
tions are common to a good many. 

An endeavor has been made to 
condense into the fewest possible 
words, an otherwise quite lengthy 
subject. Under each of the points 
mentioned, may be any number of 
minor steps, that is, forms to be 
filled out, Government procedure to 
be adhered to, etc., etc. There are 
numerous possible deviations and 
modifications in this operation and in 
entering into industrial war work, it 
must be born in mind that there is 
definitely much more to the consid- 
eration than is indicated in this brief 
writing. 

THE NATIONAL ASSOCIA- 
TION OF CREDIT MEN 


Minneapolis Defense Committee has been 
appointed and consists of—E. C. Vorlander 
(Minneapolis-Honeywell), Chairman; Geo. 
B. McConnell (Munsingwear); Harry I. 
Ziemer (Federal Reserve); F. P. Longe- 
way (General Mills); W. F. Barkman 
(Westinghouse Elec. & Mfg.). 
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Chicago—The recently inaugurated Na- 
tional Defense Program of the Chicago 
Association of Credit Men was given an 
appropriate start at the regular monthly 
forum of the Association. “Wake Up Chi- 
cago” was the summons presented in an at- 
tractive red, white and blue announcement. 
Mayor Edward J. Kelly, United States 
Coordinator of Civilian Defense for the 
Chicago Metropolitan Area, was scheduled 
as the chief sepaker. Other speakers and 
their subjects were: “Today’s Foreign 
Trade” by C. W. Marum, Link-Belt Com- 
pany, Chairman, Foreign Trade Division; 
“Defense Stamp and Bond Payroll Deduc- 
tion” by M. N. Ranseen, Carson Pirie Scott 
& Company; “War Hazards and War Risk 
Insurance” by A. L. Podrasnik, Chicago 
Times, Inc. 


Unfair 


A famous alienist was visiting Ber- 
muda and a certain prominent official 
happened to meet him. The official 
after discovering that the alienist was 
authority not on immigration but on 
the mentally unsound, asked: 

“Doctor, how do you really tell if a 
person is insane?” 

“Oh, we merely ask him a few or- 
dinary questions which ordinary peo- 
ple can answer correctly.” 

“What type of question?” 

“Well,” replied the alienist, “this is 
the sort of thing. Captain Cook made 
three voyages round the world and 
died on one of them. Which was it?” 

“Oh, I say,” objected the official, 
“T think that’s a bit steep. I’m not 
very good at history.” 


A Last Resort 


A farmer near Corning, Kan., 
whose son was an applicant for a 
position under the Government, but 
who had been repeatedly turned down, 
said: 

“Well, it’s hard luck, but John has 
missed that civil-service examination 
again. It looks like they just won’t 
have him.” 

“What was the trouble?” 

“Well, he was short on spellin’ and 
geography, and missed purty fur in 
mathematics.” 

“What is he going to do about it?” 

“T dunno. Times is mighty hard, 
and I reckon he’ll have to go back to 
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teachin’ school for a livin’. 


Blastic Surgery 


She: “Do you think that plastic 
surgery would improve my features ?” 

He: “No.” 

She: “Then what do you suggest ?” 

He: “Blasting.” 


Insurance Must 
Keep Pace With 
Rising Values 


It is very important that 
properties and inventories be 
adequately insured in accord- 
ance with increased values. 
Especially if policies contain 
a Co-insurance, Average or 
Contribution Clause. 


In these times of mounting 
replacement costs it is imper- 
ative that insurance policies 
be checked frequently. And 
it is wise to place insurance 
with the Northern Assurance 
Co., Ltd. 


The Northern is an old line 
company. It is in its 106th 
year of operation. During 
the century it has pursued a 
steady, honorable and de- 
pendable policy and will con- 
tinue to do so. 


There is a Northern Agent in 
your city. His name and 
address will be supplied on 
request. 


Free for the Asking 


Write us for a copy of a 
handy and complete ‘Record 
of Insurance” book. 


NORTHERN 


ASSURANCE CO., LTD. 
135 William St., 


New York 
San Francisco 
ER, FIRE 
aah ) INSURANCE 

} AND 
ALLIED LINES 
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Be Alert 


on Collections! 






The Board of Directors of the 
National Association of Credit Men 


Asks This of Each NACM Member: 








Compare today's media for the collection of your past-due accounts with those which existed 
before the members of the NACM formed their own creditor-controlled Bureaus. 







Of the beneficial economic effect of our Association's Collection Bureaus, of their 
significant part in raising the standard of credit ethics, we — the National Board of Directors 
—are fully cognizant. With confidence in the service these Bureaus render credit 







executives: — 





WE RECOMMEND TO EACH OF OUR 
LOCAL ORGANIZATIONS: 


that they continue their vigilance in this emergency period in the handling of accounts that 
are entrusted to them, that they carry on their pioneering work in the further development 











of the sound operating ethics that are so vital to sound credit. 






Coupled with that recommendation to those entrusted with the 
operations, we call on each member of the National Association 
of Credit Men to support his own professional organization's 
creditor-controlled Collection Bureaus by placing slow or 








delinquent accounts immediately for collection. 






The vital importance to each NACM member firm of collection vigilance, in view of 





present conditions, cannot be over-emphasized. 











Board of Directors 
NATIONAL ASSOCIATION OF CREDIT MEN 
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New Interchange 
Board Holds Its 


First Session 


The first meeting of the recently estab- 
lished Board of Governors for Credit Inter- 
change was held in St. Louis on February 
19th-21st. This board was organized by a 
resolution of the National Board of Direc- 
tors at its meeting in Santa Fe and takes 
the place of the Credit Methods and Prac- 
tice Committee. The committee is com- 
posed of nine members, three being selected 
from the Eastern, three from the Central 
and three from the Western Division. The 
choice of members is decided by votes of 
the associations having Interchange Bu- 
reaus in each division. 

The members of the committee, all of 
whom were present at the first meeting in 
Cincinnati are as follows: Eastern Division 
—M. V. Johnston, Gulf Oil Corp., Pitts- 
burgh, Pa.; H. M. Oliver, Credit Associa- 
tion of Western Pennsylvania, Pittsburgh, 
Pa.; E. A. Rose, Wheeling Corrugating 
Co., Wheeling, W. Va. 

Central Division—O. S. Dietz, General 
Electric Supply Corp., St. Louis, Mo.; G. 
C. Klippel, Van Camp Hardware & Iron 
Co., Indianapolis, Ind.; S. J. Schneider, 
Louisville Credit Men’s Association, Louis- 
ville, Ky. 

Western Division—F. H. Eichler, Fed- 
erated Metals Co., San Francisco, Calif. ; 
C. P. King, Seattle Association of Credit 
Men, Seattle, Wash.; S. R. Trythall, Hal- 


(Continued on page 37) 


Northwesterners to 


Meet at Tacoma on 
March 19th and 20th 


Tacoma: The Northwest Conference of 
Credit Associations will be held here on 
Thursday and Friday of March 19th and 
20th. This is the twenty-fifth annual con- 
ference of the six associations in this dis- 
trict and has been named the “Silver 
Jubilee” Conference. The cities included 
in the district are Seattle, Portland, 
Spokane, Bellingham, Lewiston and Ta- 
coma, President Ray Wilson and Vice Pres- 
ident are expected to attend the conference. 
Assistant Executive Manager David A. 
Weir, of New York, and Owen Dibbern, 
Western Division Manager, of San Fran- 
cisco, will attend. Several representatives of 
California associations also have indicated 
their intention to be present for at least a 
part of this conference. 
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Cincinnati Makes Plans for 
Record Convention Attendance 















New York: “The War Budget and 
the American Consumer” was the 
subject of a broadcast by Executive 
Manager Henry H. Heimann over 
Station WMCA, New York, on 
Wednesday evening, January 28th. 
This is one of the leading indepen- 
dent stations in the New York area. 
Mr. Heimann’s remarks were heard 
by a large audience. 


Two Past National 


Presidents of N. A. C. 


Given Signal Honors 


The national celebration of Boy Scout 
Week during early February brought news 
of great importance to credit men as two 
of our National past presidents received 
signal honors. 

William H. Pouch, president, the Con- 
crete Steel Company, New York, was 
named president of the Boy Scout Foun- 
dation of Greater New York on February 
19th and Dan I. Bosschart, president, Eng- 
Skell Company, San Francisco, and na- 
tional president in 1938-39 was elected 
president of the San Francisco area coun- 
cil of the Boy Scouts. 

Both Mr. Pouch and Mr. Bosschart have 
been deeply interested in Boy Scout work 
for a number of years. Mr. Pouch has 
served as a member of the New York 
Foundation for more than twenty years 
and also as chairman of a committee which 
brought about the coordination of scouting 
in the five boroughs of Greater New York, 
and was the first city commissioner of the 
Foundation. 

The election of Mr. Bosschart to the 
presidency of the San Francisco area coun- 
cil came as a reward for sixteen years of 
active service as a Boy Scout leader in the 
San Francisco district. 





Portland: Frederick E. Ward, credit man- 
ager of The J. K. Gill Company, Port- 
land’s largest and oldest office supply house, 
has been awarded the Silver Beaver—high- 
est honor for Scouters. Mr. Ward, a new- 
comer to the credit field, won both the As- 
sociate and Fellow awards in the National 
Institute of Credit within two years. 
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The first meeting of the convention 
committee chairmen appointed by 

\ George J. Gruen, general convention 

chairman for the 47th Annual Credit 
Congress, was held Sunday, February 8, 
at the Netherland Plaza, Cincinnati. 

About 50 responded to roll call. In ad- 
dition to the committee chairmen and co- 
chairmen, the officers and the directors of 
the Association also were present, together 
with some of the chairmen or members of 
the industry group committees. Edwin B. 
Moran, manager of the Central Division, 
Harvey T. Hill, secretary of the Chicago 
Association of Credit Men, and Robert V. 
McCollum of the Central Interchange Bu- 
reau, St. Louis, who has charge of the 
Industry Group meetings on Wednesday, 
May 13, were also present. 

Mr. Gruen presided. At the speaker’s 
table with him were seated Russell Deu- 
pree, National Director; Henry H. Hei- 
mann, Executive Manager; William A. 
Kroger, President of the Cincinnati Asso- 
ciation of Credit Men, and Frederick H. 
Schrop, Convention Director. Chairman 
Gruen opened the meeting by calling upon 
Mr. Heimann, who outlined in a general 
way the various phases of the Convention 
and the coordination of the Local and Na- 
tional activities. 

Mr. Schrop presented a first draft of the 
Convention program. 

Mr. Heimann explained that “shop talk” 
had been given a place on the program at 
the request of Mr. Hill. Mr. Hill pointed 
out that he felt the Convention program 
was too general and did not get down to 
the actual operation of the Association and 
its service departments and felt that a 
“shop talk” would help acquaint a lot of 
those who attend the Convention with the 
actual operation of the various Association 
departments. Ed Moran, Manager of the 
Central Division, will work out the details 
of this part of the program. 

Mr. McCollum reported that up to the 
present time 30 different industry groups 
had arranged for programs. Arrangements 
have been made for 15 of the groups to 
hold their meeting in the Netherland 
Plaza and the others in either the Gibson 
or the Sinton Hotel. 

Optimism prevailed throughout the en- 
tire meeting for a sizable Convention as 
well as an outstanding one in the annals 
of Association history. Mr. Heimann 
pointed out that during previous wars Con- 
ventions had been held without exception 
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and that if they were important in normal 
times, they are more important during 
these strenuous days. 


Convention Chairmen from Affiliated 
Associations: 

Amarillo, Texas: M. W. West, South- 
western Drug Corporation. 

Austin, Texas: Frank W. Posey, Wal- 
ter Tips Co. 

Bluefield, West Virginia: F. S. Arm- 
istead, Bluefield Furniture Co. 

Boston, Massachusetts: Edmond G. 
L’Ecuyer, Joseph Burnett Company. 

Bristol, Virginia: J. B. Shepherd, Sum- 
mers Hardware Company, Johnson City, 
Tennessee. 

Chattanooga, Tennessee: Corbin Wood- 
ward, The Chattanooga Medicine Co. 

Cleveland, Ohio: F. E. Egner, Plain 
Dealer Publishing Co. 

Dallas, Texas: J. A. Farrar, Mosher 
Steel Company. 

Dayton, Ohio: L. D. Beard, 

Jewell & Vinson Co. 

Denver, Colorado: G. F. Olson, Mine & 
Smelter Supply Co. 

Detroit, Michigan: Allan G. Campbell. 

Duluth, Minnesota: John Hoff, Klear- 
flax Linen Looms, Inc. 

El Paso, Texas: Guyler Magruder, State 
National Bank. 

Forth Worth, Texas: W. O. Hargrove, 
Credit Manager, Well Machinery & Sup- 
ply Company. 

Grand Rapids, Michigan: Minor Vander 
Ley, Vander Ley Brothers. 

Green Bay, Wisconsin: C. C. Marcott, 
West Side State Bank. 


Irvin, 


Houston, Texas: O. M. Longnecker, 
Southern Pacific Lines. 
Indianapolis, Indiana: William  C. 


Grauel, Merchants National Bank. 
Jackson, Michigan: Bernard A. Betten- 
dorf, The Smith-Winchester Co. 
Kalamazoo, Michigan: Roy T. Kieft, A. 
M. Todd Company. 
Kansas City, Missouri: Roy S. Kemp, 


Butler Manufacturing Company. 

Knoxville, Tennessee: W. A. DeGroat, 
Fidelity Bankers Trust Company. 

Lansing, Michigan: D. R. Hoadley. 

Los Angeles, California: S. P. Chase, 
Secretary Los Angeles C. M. A. 

Canton, Ohio: John D. Cathon, The 
Hoover Company, North Canton, Ohio. 

Charleston, West Virginia: B. B. Arnett, 
Eskew, Smith & Cannon. 

Chicago, Illinois: Geo. P. Duggan, Con- 
tinental Illinois Natl. Bank & Trust Com- 


pany. 

Clarksburg, West Virginia: U. R. Hoff- 
man. 

Lincoln, Nebraska: Miss Beatrice White, 
White Electric Company. 

Oakland, California: J. O. Banta, Demp- 
sey & Sanders. 

Phoenix, Arizona: R. G. Zepeda, Valley 
National Bank. 

Saginaw & Bay City, Michigan: Harold 
W. Lentner, Saginaw, Michigan. 

Waterbury, Connecticut: Herbert G. 
Pinter, Chase Brass & Copper Company. 

Wichita, Kansas: H. D. Smith, Credit 
Manager, Kansas Gas & Electric Com- 


pany. 
Louisville, Kentucky: V. H. Weber, 
Credit Manager, Stratton & Terstegge 
Company. 

Memphis, Tennessee: R. A. Brown, 


Ellis-Bagwell Drug Company. 

Milwaukee, Wisconsin: Frank Lau, T. 
A. George Schulz Co. 

Minneapolis, Minnesota: B. O. Schwarz. 

Newark, New Jersey: Hampton M. 
Auld, Jr. 

New Orleans, Louisiana: 
Hugo, Gulf Refining Company. 

New York, New York: William Fraser, 
J. P. Stevens & Company. 

Norfolk, Virginia: L. T. Smith, South- 
ern Bank of Norfolk. 

Omaha, Nebraska: O. Gill, 
World Publishing Co. 

Peoria, Illinois: Virgil Grant, Cater- 
pillar Tractor Co. 


William J. 


George 


Philadelphia, Pennsylvania: James V. 
Marron, The Yale & Towne Mig. Co. 

Pittsburgh, Pennsylvania: Robert A. 
Hofmann, North Side Packing Co. 

Providence, Rhode Island: Camilo Rod- 
riquez, Davol Rubber Co. 

Richmond, Virginia: C. S. Fensom, 
Watkins Cottrell Co. 

St. Louis, Missouri: G. W. Pitcher, 
Credit Manager, Knapp-Monarch Com- 


any. 
. St. Paul, Minnesota: Walter T. Miller, 
Twin City Wholesale Grocer Company. 

San Diego, California: Churchill D. 
Colburn, McKesson & Robbins, Inc. 

San Francisco, California: D. M. Mes- 
ser, Dohrmann Commercial Co. 

Sioux Falls, South Dakota: 
Kuitsman, Power City Radio Co. 

Springfield, Illinois: Miss Eda Mueller, 
Secretary, Mueller Candy Co. 

Syracuse, New York: Roderic M. Wil- 
erer, Pass & Seymour, Inc. 

Toledo, Ohio: Harold Denger, The 
France Stone Company. 

Waco, Texas: D. S. Dodson, McLendon 
Hardware Co. 

Waterloo, Iowa: F. F. Struthers, Mid- 
Continent Petroleum Corp. 


Henry 


Speaks to Druggists 


New York—Among the speakers at the 
Federal Wholesale Druggists’ Assn. Con- 
vention in New York early in February 
were past NACM President Ernest I. Kil- 
cup of the Davol Rubber Co. and NACM 
Assistant Executive Manager David A. 
Weir, whose subject at the Feb. 2nd ses- 
sion was “Credits in a War Economy.” 

On Feb. 5 Mr. Weir spoke before the 
dinner meeting of the Men’s Forum of 
Germantown, Pa., a gathering of business 
and professional leaders in the Philadelphia 
area, 


Cincinnatins Planning for Credit Congress 





Russell Deupree 
Co-Chairman 


George J. Gruen 
General Chairman 





R. M. Lambert 
H. Blacker Print- 
ing Inks, Inc. 


Arno A. Dorst 
Dorst Jewelry Co. 
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O. E. Dreutzer Sterling B. Cramer 
Chairman, The Fifth Third 
Entertainment Union Trust Co. 





James A. Nicker- A. T. Woodward 


son United States 
Jos. T. Ryerson | Shoe Corp. 
Son 
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Arthur L. Moler J. L. Schoenen- 


The Fifth Third berger 
Union Trust Co. Beau Brummel 
Ties, Inc. 





E. C. Brunst 
Gruen Watch Co. 


Harry W. Voss 
Secretary-Man- 
ager, Cincinnati 
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1200 Present at 
Annual Banquet 


of New York C.M.A. 


New York: The annual banquet of the 
New York Credit Men’s Association, in 
the Grand Ballroom of the Waldorf-As- 
toria, on Tuesday evening, February 3rd, 
drew an attendance of some twelve hun- 
dred. The speakers were Dr. Paul F. 
Cadman, of the American Bankers Asso- 
ciation, and Clayton Rand, Editor of The 
Dixie Press at Gulfport, Miss. Harry J. 
Delaney, President of the New York Credit 
Men’s Association, presided. 


Lincoln Is Host to 
Nebraska, lowa and 


S. Dakota ‘C’ Men 


Lincoln—Credit executive delegates rep- 
resenting associations in Iowa, Nebr., and 
S. Dak. met here at the Cornhusker Hotel 
on Feb. 20 at the Tri-State Credit Confer- 
ence sponsored by the Lincoln ACM. 

Among the featured speakers was 
NACM Executive Manager Henry H. 
Heimann, who addressed the gathering at 
its closing banquet on the evening of 
Feb. 20. 

Delegates from Sioux Falls, Omaha, Des 
Moines, Waterloo, Sioux City, Davenport, 
Burlington and Cedar Rapids, as well as 
Lincoln, heard Mr. Heimann’s address, 
“Credit Builds the Future!” 


Paint Prexy Names 
1942 Committees 


New York; Samuel 
Paint & Varnish Works, 
dent of the Paint and Allied Industries 
Credit Association, has appointed the 
chairman of the twelve committees which 
will function for this group which is 
affiliated with the New York Credit Men’s 
Association during the current year. The 
chairmen of the committees are as follows: 
Auditing Committee, Martin B. Weinstock ; 
Board of Credit Appraisal, Paul Knappen; 
Entertainment Committee, T. H. Kleine; 
Grievance Committee, W. T. Stewart; 
Membership Committee, T. H. Kleine; 
Nominating Committee, Harry F. Forster ; 
Receivables Recovery Committee, Victor 
Isaacs ; Resolutions and Amendments Com- 
mittee, John C. Ball; Publicity Committee, 
William Rohs; Uniform Practice Com- 
mittee, Jerome Monasch; Educational 
Program Committee, Martin B. Weinstock ; 
Meeting Attendance Committee, Doris 
Ritch. 


Will Adams Dies 


The passing of W. K. (Will) Adams, 
First Wisconsin National Bank, Milwau- 
kee, and a national director of the Na- 
tional Association of Credit Men, 1930-33, 
will be mourned by a large circle of friends 
in N.A.C.M. Up to the time of his death, 
Mr. Adams was very active in Association 
affairs in Milwaukee. 


Samuels, Eagle 
Inc., and presi- 
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Credit Career 





E. L. Blaine, Jr., Seattle, Washington, 
National Director N. A. C. M., and Vice 
President, Peoples National Bank of 
Washington, started his credit career in 
1922 as credit manager of the Spokane 
office of the B. F. 
Goodrich Co. In 
1924, he went with 
the National City 
Bank of Seattle 
where he later be- 
came manager of the 
credit department. In 
1929, he went with 
the National Bank 
of Commerce of Se- 
attle as manager of 
the credit department 
and later that year assumed the position of 
cashier of the Peoples First Avenue Bank, 
Seattle. 

Mr. Blaine has served as a member of 
the faculty of the Seattle chapter of the 
American Institute of Banking for the past 
eight years. He has served as member of 
the board, vice president and president of 
the Seattle Association of Credit Men. 

Mr. Blaine was educated in the Seattle 
public schools and attended Wesleyan Uni- 
versity, Middletown, Conn., for one year 
and then returned to Washington where he 
was graduated from the University of 
Washington in 1922. He was honored at 
the University of Washington by election 
to Phi Beta Kappa and Beta Gamma Sig- 
ma, and his degree was “Magnum Cum 
Laude.” 

Mr. Blaine’s service to N.A.C.M. as 
National Director has won for him recog- 
nition all over the country as a keen 
student of credit. 





Promotions 





George H. McClure, an active member 
of the Chicago Association of Credit Men, 
has been elected secretary of the Lumber- 
mens Mutual Casualty Co., Chicago. 

Wm. E. Mueller, who serves as chairman 
of the Food Manufacturers and Allied 
Lines Credit Group of the Chicago As- 
sociation of Credit Men, has been promoted 
to manager of the credit department by the 
Morton Salt Company of Chicago. He suc- 
ceeds C. E. Watts who has been retired. 

P. H. Heneghan, First National Bank 
and Trust Company, Oklahoma City, has 
been elected assistant cashier and credit 
manager of that institution. 





Newark—A round table forum on “An 
Analysis of Conditions Affecting Credit in 
1942” was presented by the local NIC 
Chapter on February 24, at which time it 
was announced that Charles Noble is the 
new President of the Newark Chapter. 

The next in the series of special lectures 
by Professor Louis Starkweather of New 
York University is to be on March 27. 
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Credit 


Training 
by the 


Home Study 
Method 


The next few years will see a whole 
new group of executives controlling 
usiness. Your chance to be one of 
them was never better—the require- 
ments were never more clearly outlined. 


Yesterday's viewpoint means obliv- 
ion for thousands of executives— 
today you must have an up-to-the- 
minute mastery of certain underlying 
credit and business principles, and you 
must know how to apply them to the 
problems of tomorrow. 


To help business men meet today’s 
cuniennneeine demands for a broader 

as asic credit and business 
c ce the National Institute of 
Credit has prepared a home-study 
training course covering Credits and 
Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideall —_ 
to the limited spare hours of the b 
business man. Consisting of eon 
leaflets based on a recognized authori- 
tative text, printed lectures by credit 
authorities, and typical credit problems 
selected from actual situations—the 
course assignments can be scheduled 
to suit your own convenience. 


If you - engaged or interested in 
credit work, you do not need to be 
reminded of the ee part it plays 
in the commercial an usiness struc- 
ture. Now is the time to use this prem 
tical means to prepare yourself for 
greater responsibilities just ahead. 


THE NATIONAL INSTITUTE OF CREDIT 
One Park Avenue, New York pepe 342 


Please send me full information about 
your course in Credits and Collections. 
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News from Local 
Associations 


Chattanooga: Two members of this as- 
sociation have been called to service. They 
are Baxter Davis, of the Peerless Woolen 
Millis, and W. G. Burton, of Southern 
Dairies Company. At the February dinner 
meeting J. Homer Hardy, Controller of 
the Chattanooga Medicine Company, spoke 
on “Taxes and The Credit Man.” 


Philadelphia: Edward P. Smith, instruc- 
tor in accounting, University of Pennsyl- 
vania, was the speaker at the February 
16th War-Time Credit Forum of the Credit 
Men’s Association of Eastern Pennsylvania. 
He spoke on “Inventories and Defense 
Contracts.” 

Binghamton: “IBM Night” was cele- 
brated at the general meeting of the Triple 
Cities Association of Credit Men, the oc- 
casion being by way of a compliment to 
the chief executives of International Busi- 
ness Machine Corporation. Charles A. 
Kirk, executive vice president in change of 
production of IBM, made the principal 
talk. 

Birmingham: J. G. Holland, former na- 
tional director, N.A.C.M., has been elected 
as the president of the Alabama Association 
of Credit Men for 1942. Mr. Holland is 
secretary-treasurer of the Moore-Handley 
Hardware Company of Birmingham. 


Oklahoma City: L. D. Lacy, President 
of Central Morris Plan Bank, at Oklahoma 
City, Oklahoma, spoke at the January 
meeting of the Oklahoma Wholesale Credit 
Men’s Association, held on Wednesday, 
January 21st, at the Skirvin Hotel. Mr. 
Lacy’s subject was “Credit Problems Dur- 
ing War Times” and after his talk an open 
forum on this subject was held. Dan 
Aakhus, Nash-Finch Company, conducted 
a very interesting discussion on “Should 
Credit Terms Be Shortened ?” 


Louisville: The annual dinner meeting 
of the Louisville Chapter of the National 
Institute of Credit, held on February 10th, 
drew a large attendance. FE. B. Moran, 
Central Division Manager, spoke on “The 
Fifth ‘C’ of Credit” and Dr. Thomas A. 
Young spoke on “The Far East.” 


Toledo: E. B. Moran, manager, Central 
Division, N.A.C.M., was the principal 
speaker at the February 24th meeting of 
the Toledo Association of Credit Men. Mr. 
Moran spoke on “The Credit Manager's 
Place in Industry.” 


Knoxville: The Knoxville ACM held its 
dinner meeting on Feb. 11 at which the 
featured speaker was David A. Weir, As- 
sistant Executive Manager of the NACM. 
Mr. Weir analyzed current business and 
political developments. 


Boston: Henry J. Bornhofft, certified 
public accountant, was the speaker at the 
February 10th dinner meeting at the Bos- 
ton Credit Men’s Association. Mr. Born- 
hofft’s subject was “Tax Problems.” 
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Minneapolis—Evidence that credit 
management needs closer application 
than ever is evidenced by the fact 
that attendance at the twelve indus- 
try groups operated in this Associa- 
tion is increasing at each meeting. 
This is further evidenced by the fact 
that the Interchange Department of 
Associated Creditors has been forced 
to do much overtime work in the 
last sixty days. 


Our Distaff Side 


St. Paul: On January 28th the newly 
organized St. Paul CWC dispensed with 
their regular business meeting and invited 
the Minneapolis WCWC to visit the Win- 
ter Carnival. Arrangements were made by 
Miss Isabelle Wright, President, and, Miss 
Helen Nordgren, General Committee 
Chairman. 


Minneapolis: The Minneapolis Whole- 
sale Credit Women’s Club held a dinner 
meeting at the YWCA on February 12. 
The effects of the war and of our defense 
efforts on credit problems were analyzed 
by members representing various types of 
business. 


San Francisco: On February 18 the 
monthly meeting of the Credit Women’s 
Club was held at the Women’s City Club. 
A regular business meeting was conducted 
with a round table discussion of current 
events and individual reports rendered by 
Committee Chairmen. 


Buffalo: At the regular monthly meet- 
ing of the Credit Women’s Club of Buffalo 
on February 10, the death of Angie Rowell 
Phillips, founder of our group who passed 
away Sunday, January 18, 1942, was 
mourned. We pay tribute to her vision 
and foresight which enabled her to suc- 
cessfully pilot our organization through its 
early years and to her indomitable courage. 


New York: “Taxation as it affects the 
Credit Man” was the subject of a most 
timely and edifying talk delivered to the 
N.Y.C.W.G. at its regular monthly dinner 
meeting Feb. 5, by Dr. Jos. J. Klein, cer- 
tified public accountant, and member of 
the firm of Klein, Hinds & Finke. Dr. 
Klein stressed the problem that increased 
taxes presented to the Credit Man. He 
brought out that personal income taxes, 
while high on 1941 incomes, will be as 
nothing compared to those Congress will 
fix for 1942 incomes. In the final analysis, 
he said, in single proprietorships, partner- 
ships, and closed corporations, money to 
pay these taxes will be drawn from the 
business and it is important, therefore, that 
the credit man take this into consideration. 


Tacoma: The monthly meeting of the 
Tacoma Credit Women’s Club was held 
Monday evening, February 9th. Jack 
Muckey, secretary-manager of the Indus- 
trial Conference Bureau, spoke on “What 
Are We Fighting For?” 


National Institute 
Activities 


Cincinnati—The effect of the war on cur- 
rent business trends was discussed at the 
February meeting of the Cincinnati Chapter 
NIC. It will be followed by the forum on 
March 10 on the subject: “How Are You 
Handling Customers Under Present Condi- 
tions ?” 

Under the leadership of Robert L. 
Brandt, Chapter President, the local Chap- 
ter is now engaged in a membership drive. 
A prize of $5.00 will be awarded the Chap- 
ter member obtaining the most new mem- 
bers by the time of the June meeting. The 
local Chapter is also developing preliminary 
plans for its part in the forthcoming annual 
Credit Congress of the N.A.C.M. which 
will be held in Cincinnati May 10-14. 


At the January meeting of the Chapter, 
besides Mr. Robert L. Brandt who was 
chosen Pres., other officers elected for the 
current year were: Arthur Walsh, Adam 
F. Meyer Coal Co., First Vice Pres.; Wm. 
S. Voss, Chas. W. Breneman Co., Second 
Vice Pres.; E. V. Thomas, The Service 
Corp., Secy.-Treas.; June Folz, Silver 
Fleet Trucking Co., Recording Secy. 


Pittsburgh—A panel discussion of activi- 
ties and functions of the Credit Ass’n of 
Western Pa. was scheduled for the January 
forum meeting of the Pittsburgh Chapter 
NIC, it was announced by J. P. Parkhill, 
Chairman of the entertainment and public- 
ity committee. The program featured an 
analysis of the activities and functions of 
the Association. These were presented by 
the Managers of Interchange, Adjustment, 
Sales Promotion and other bureaus of the 
organization. 


New York—The February forum of the 
New York Chapter NIC featured a pro- 
gram of four short films relating to air 
raids and the organization of civilian de- 
fense groups, on February 19, at the Hotel 
Pennsylvania. 


Louisville—The annual dinner meeting 
of the Louisville Chapter NIC, held on 
February 10 in the Georgian Room of the 
Kentucky Hotel, attracted 150 people. 
There were two speakers; Dr. Thomas A. 
Young, whose subject was “Interpreting 
the Far East,” and E. B. Moran, who spoke 
on “The Fifth ‘C’ of Credit.” T. C. Rus- 
sell is President of the local Chapter this 
year, and E. L. Thomas is Chairman of 
the Louisville Association’s Credit Educa- 
tion Committee. 


Rochester—The third open forum meet- 
ing of the Rochester Chapter NIC was held 
on February 4 at the Hotel Sagamore with 
attorney Robert L. Griffith as speaker. Fol- 
lowing his presentation of a talk on “The 
Debtor, The Creditor, and The Law,” 
Charles Briggs, Manager of the Rochester 
Credit Men’s Service Corp., led a discus- 
sion period. The Chapter has arranged for 
Miss Aline Hower of St. Louis to present 
her letter writing clinic on April 1, 2, 3. 
6, 7. It will be open to people in all 
branches of business. 
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New Interchange 
Board Holds Its 


First Session 


(Continued from p. 32) 


lack & Howard Lumber Co., Denver, Colo. 

Ex-officio members of the board are the 
President and the Executive-Manager of 
the National Association of Credit Men. 

O. S. Dietz, General Electric Supply 
Corporation, St. Louis, Mo., was elected 
chairman of the board for the present year. 

Secretary to the board—Director of the 
Credit Interchange Bureau Department, 
National Association of Credit Men. 

At its first meeting the new board reit- 
erated former pronouncements of the Na- 
tional Credit Methods and Practices 
Committee and National Board that 
Credit Interchange was a service 
essential to sound credit, which 
could be effectively maintained only 
by the National Association of 
Credit Men and the affiliated Local 
Bureaus. 

Other actions taken at the first 
meeting were: 

Approved broad principles of 
operation and organization of Credit 
Interchange as presently existing. 

Reaffirmed recommendations of 
former Committees and National 
Board respecting Credit and In- 
dustry Group organization. 

Reviewed recommendations of 
former Committees, the National 
Board, and the recent Credit Inter- 
change Survey. 

Adopted various changes in pro- 
cedures and forms used in Credit 
Interchange, changes in the terri- 
tories allocated to individual Bu- 
reaus; these changes to become 
operative as quickly as necessary 
adjustments can be made. 

Instituted actual investigation and test 
of various phases of operation, beginning 
as rapidly as preparatory work can be com- 
pleted. These tests are to be followed by 
others until all details of operation and 
mechanics have been tested; the purpose 
being to determine the most effective 
methods for maintaining Credit Inter- 
change Service at maximum efficiency with 
minimum cost. 

The board sets as its goal the develop- 
ment and expansion of the Service to the 
point where every member of every Asso- 
ciation having a direct interest in credit 
information might participate in and enjoy 
full value from Credit Interchange. 

The board made special appeal to mem- 
bers for their complete support in supplying 
information to Bureaus promptly and exer- 
cising the care and effort required to assure 
that all new accounts opened by them are 
reported to the Credit Interchange System. 

The board points out that these are mat- 
ters wholly within the control of members, 
and accordingly that member cooperation 
rather than any action by the Board of 
Governors or by the Credit Interchange 
System itself, is the key to speedier and 
more nearly complete service. 
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Clarence Riegel’s Father 
Dies; Pioneer Miller 


New York: Funeral services for Harvey 
K. Riegel of Durham, Pa., father of 
Clarence L. Riegel, executive manager of 
the New York Credit Men’s Association, 
were held February 11th at the Durham 
Reformed Church. 

Mr. Riegel was a pioneer resident of the 
Pennsylvania community and was active 
throughout his life time in public affairs. 
At the time of his death, he was post- 
master, a position he held for thirty-three 
years. Mr. Riegel operated a flour mill in 
Durham which was built on the site of 
the old Durham Iron Furnace which manu- 
factured the first stoves in the United 
States from 1723-1819. 


Syracuse Wins $50 Bond In 
December Membership Race 
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The Los Angeles Herd had a Shindig at 
Carlsbad Mineral Springs Hotel, ninety 
miles south from Los Angeles, over the 
weekend of February 21st and 22nd. This 
affair marked the organization of a new 
herd at San Diego, the boys coming up 
from that place to join the Quaggas from 
Los Angeles in a big initiation party. 


The Detroit Zebras met on February 
19th and were entertained by Charles W. 
Snyder, movie censor of the Detroit Police 
Department, at a private showing of films 
in Lieutenant Snyder’s office. 


Minneapolis—E. C. Vorlander, Minneap- 
olis-Honeywell, has been elected to the As- 
sociation Board of Directors, succeeding 
John M. Sprague, Leitz Carpet Corpora- 
tion, resigned. A record attendance turned 
out at the January membership meeting of 
the Minneapolis Association; 230 gathered 
to hear War correspondent and news com- 
mentator Elmer Peterson. 
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War Problems to Be 
Studied by New Yorkers 


New York: Problems evoked by the 
present war economy are being analyzed in 
the current series of four evening discussion 
periods sponsored by the Credit Education 
Committee of the New York Credit Men’s 
Association and the New York Chapter of 
the National Institute of Credit. 

The general theme of the series, which 
opened on February 26th, is “The Eco- 
nomic Aspects of Credit Today.” Subse- 
quent lectures were scheduled for March 5, 
12, and 19, with the discussions being led 
by Andrew B. Trudgian of S. D. Liedes- 
dorf Co., and Dr. Thomas J. Anderson, 
Jr., of New York University. 


Cincinnati—Two addresses were 
delivered by David A. Weir, As- 
sistant Executive Manager of the 
NACM, in this city during Febru- 
ary. On Feb. 19 Mr. Weir dis- 
cussed “Credits ina War Economy” 
before the dinner meeting of the 
Cincinnati ACM at the Kemper 
Lane Hotel. 

At the morning session on Feb. 
21 of the Production Clinic, under 
the sponsorship of the Cincinnati 
Life Underwriters’ Assn., the Gen- 
eral Agents and Managers Assn. 
and the Cincinnati Chapter Life 
Underwriters, Mr. Weir presented 
a talk on current economic trends 
and their effect on the general bus- 
iness situation. 


40% Increase 


Detroit—Under the leadership of 
National Director H. J. Offer, who 
is also Pres. of the Detroit ACM, 
and with the cooperation of L. E 
Phelan, Detroit ACM Secretary, 
the local Chapter NIC reported an increase 
of 40% in its membership during January. 
The January meeting of the Chapter was 
held at the University of Detroit and heard 
a talk by Louis Flint of the Citizens Com- 
mittee based on his experience in eliminat- 
ing commercial rackets and fraudulent 
schemes in charitable and religious forms. 


Employment Mart | 





Credit Manager—Young married man (26), 
university education, 214 years of handling all 
phases of credit and collection for wholesale groc- 
ery house would like position as assistant to ex- 
perienced credit executive. Manufacturing, whole- 
sale or finance. Also experience in accounting 
and statistics. Seeking position in larger organ- 
ization with opportunity for advancement. Will- 
ing to travel. Box C-1, Credit and Financial 
Management. 

Well-established manufacturer in western Penn- 
sylvania requires services of draft-deferred comp- 
troller. Permanent position. Must have full 
knowledge of duties of comptroller, take complete 
charge of general and cost accounting. Experi- 
ence in office management, corporation law, in- 
surance, taxes, etc., essential. Enclose recent 
snapshot and state age, dependents, draft status, 
education, business experience, and salary de- 
sired in first letter. Application will be held in 
strictest confidence. Address Box ABC, Credit 
and Financial Management. 


Young man, 32 years old, married, draft ex- 
empt, 14 years’ credit and general office experi- 
ence. Have 3 years’ college. Desires credit 
work anywhere. Write Harold J. Morgan, 907 
Ss. a Sioux Falls, South Dakota, Telephone 
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Statement on Proposed New 





Constitution and By-Laws 


for 


National Association of Credit Men 


By Presentation Committee Appointed by National Board of Direetors 
at its Annual Meeting in Santa Fe in November, 1941 


For more than two years the committee appointed 
by the National President for the purpose of draft- 
ing a new Constitution has been at work on that 
project. Ideas and suggestions have been invited 
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and received from members and Managers all over the 
country. Many of these ideas have been incorporated 
in the draft of the proposed Constitution which is now 
being submitted to you. This document is, therefore, 
a product of many minds and not merely an expression 


of the ideas of the members of the committee. Our 
constant effort has been to preserve as much of the old 
Constitution as possible while bringing the new docu- 
ment more nearly into line with the position and pol- 
icies of the Association today and with what we believe 
will be the position and policies of the Association 
tomorrow. 

To those of us who have been in close touch with the 
development of your organization and its place in 
American business the need for a new Constitution is 
undebatable. It is our purpose in this series of ques- 
tions and answers to present to the members of the 
Association the reasons for our belief. If each of you 
will study the new proposed Constitution and consider 
carefully the answers to the questions which we felt 
might be asked, we believe there will be no doubt that 
the new document will be adopted. 

We ask only one thing; namely, that each one will 
view this proposed Constitution from the broad stand- 
point of membership in a strong national organization, 
even though some parts of it may not be definitely or 
immediately applicable to each local situation. 

[N our questions and answers we have tried to pick 

out those things which are representative of the 
greatest changes proposed and about which we thought 
questions would most likely be asked. 

Question 1: Why a new Constitution ? 

Answer: A Constitution in itself is nothing. Its 
value lies in the extent to which it serves as the foun- 
dation for the progressive principles and policies of an 
organization. Our present Constitution was adopted 
more than twenty years ago. Since that time there has 
been great and steady progress made in the develop- 
ment of the services of the organization to members. 
The purpose of this Constitution is to provide an ade- 
quate foundation for the continuance of the progress 
to members. 

Question 2: What is the procedure for the adoption 
of a new Constitution ? 

Answer: A committee working in accord with sug- 
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gestions and ideas advanced by many members has 
formulated the document. Your National Board of 
Directors has approved this document and recommends 
its adoption. -It is now being submitted to all local 
Associations for their consideration: The committee 
itself and all National Board members are willing and 
anxious to answer any questions which may be raised. 
Beforetheannual Convention in Cincinnati in May, 1942, 
the proposed Constitution will be published in full in 
“Credit and Financial Management.” At the Conven- 
tion a vote of the delegates present will be taken and 
that vote will decide whether or not the new Constitu- 
tion is to be adopted. 

Question 3: What is the importance of the work of 
your Association to American business which calls for 
a new constitutional foundation if that work is to 
progress? 

Answer: The answer to this question is already 
known to most of our members. Our answer here need 
only be a brief summarization. Your National Asso- 
ciation of Credit Men is a large national business 
organization. It renders definite tangible services. It 
constantly guards the nation’s receivables by opposition 
to unfair legislation, as well as by the sponsorship of 
needed protective legislation. The importance of taxa- 
tion legislation and other legislation affecting the credit 
life of the nation will continue to increase. It is vitally 
necessary that our organization be in position to con- 
tinue and to expand its representation of the credit 
interests of the country in connection with such legis- 
lation. In protecting creditors’ interests, it always has 
taken and will continue to take a fair attitude towards 
the honest debtor. 


HE National Association of Credit Men sponsors 
educational classes in the interest of developing a 
better understanding of credit. It contributes to a 
lower bad debt loss and to the making of larger net 
profits through its Credit Interchange system, which 
makes available the latest, up-to-date information about 
the paying habits of your customers. Its Collection De- 
partments in the various affiliated local organizations 
efficiently handle your slow and past due accounts. 
Through its Adjustment Bureau, it liquidates insolvent 
and distressed businesses or, when possible, rehabili- 
tates them. Through its Fraud Prevention Depart- 
ment, it protects firms against the credit racketeers, 
The National Association of Credit Men is a vast 
national business organization with 112 offices and a 
personnel that is highly specialized and trained, through 
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many years of experience, in helping you meet and 
solve your problems for the good of American business. 

Question 4: What are the major changes proposed? 

Answer: 1. The change of the name to “National 

Association of Credit Management.” 

2. A revision of the make-up of the National 
Board of Directors. 

3. A redistricting of the country so that the dis- 
tricts may be in accord with the changed composition 
of the National Board. 

4. An enlargement and strengthening of member- 
ship control. 

5. Better financing of Association activities in the 
interest of providing a constantly improved service 
for members. 

Question 5: Why change the name to “National 
Association of Credit Management”? 

Answer: The purpose is to have a name which is 
quite similar to the old name but which more accurately 
expresses the composition, functions and prestige of 
your organization. There are many members and many 
prospective members of our organization who are defi- 
nitely and properly interested in credit management, 
but who are not now credit men in the more limited 
sense of that term. There are also many women mem- 
bers. We believe that the new name is more compre- 
hensive, is more descriptive of the purposes of our 
organization and will have a prestige value in interest- 
ing more of those who should be a part of our organ- 
ization. 

Question 6: Why change the Association districts? 

Answer: It is impossible to have a perfect rearrange- 
ment of districts. However, your committee has 
labored diligently to so outline the districts as to equal- 
ize National Board representation for the membership 
to the extent that it is possible to equalize it. We have, 
at the same time, tried to give careful consideration to 
proper geographical and economic lines of interest. 
One point should be clarified ; namely, that the districts 
as outlined for the purposes of the Constitution need 
not coincide with conference districts which are already 
established. 

Question 7: Why change the composition of the 
National Board? 

Answer: At the present time there are 4 National 
Officers, 24 National Directors and 3 immediate Past 
Presidents who serve as Advisors for the National 
Board. Under the new Constitution there will be 4 
National Officers and 15 National Board members in- 
cluding the 3 immediate Past Presidents. 


‘PHS decreased size of the Board is proposed be- 

cause it will make of our governing body a group 
more comparable to the governing bodies of business 
organizations. National Boards in the past have func- 
tioned admirably and have rendered an invaluable serv- 
ice to the Association. A smaller group can certainly 
be more closely knit and can function more expedi- 
tiously and more efficiently in the interests of the mem- 
bership of the Association. 

There is one other important point. By providing for 
three Directors-at-large the Nominations Committee is 
given some leeway in considering the names of out- 
standing men whose names may, for some reason or 
other, not be presented to them by local organizations. 
It is assumed, of course, that the Nominations Com- 
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mittee would in making such choices take into consid- 
eration the ideas of the local organizations and would 
not choose men against their wishes. However, the 
committee does feel that there is a distinct advantage in 
giving to the Nominations Committee authority to 
recommend to the membership outstanding men who 
are fully qualified for the positions of Directors-at- 
large. 

Question 8: How is membership control maintained 
and strengthened? 

Answer: A complete answer to this question would 
require a repetition of the entire new Constitution. In 
providing for the establishment of an Interchange Board 
of Governors, in providing ample means for initiating 
amendments to the Constitution, in providing for mem- 
bership power in calling special meetings of the Asso- 
ciation and in various other ways the committee has 
planned a strengthening of our basic principle of mem- 
bership control. 

Question 9: Why is it necessary to provide for in- 
creasing Association income? 

Answer: In a real sense this is not a separate or dis- 
tinct part of the proposed new Constitution. Our whole 
purpose in the changes proposed has, as stated, been 
to provide for continued progress in the interest of 
members. It would be futile to plan for such progress 
without assuring sufficient finances to make that prog- 
ress possible. This progress can come only through 
a system which is strong in purpose and facilities both 
locally and nationally. What is said, therefore, regard- 
ing the need for adequate financing applies both to the 
National Association and to our affiliated local organ- 
izations. The answer to this question, therefore, lies 
largely in what has been stated above regarding the 
scope of our Association work and our conviction that 
the Association must become an even more important 
part of the business life of the nation. There are, how- 
ever, certain specific questions on this point which may 
be raised in the minds of our members. We are at- 
tempting here to answer some of those questions. 


QUR Association is a great business organization and 

its problems closely parallel those of the average 
business institution. This parallel exists not only in 
the business functions performed, but also in the cost 
of operation. The costs for private business have in- 
creased. Taxes, rents, labor costs, supply costs and 
the many regulations imposed have all operated in such 
a way as to increase the expense of doing business. Just 
as this applies for private business so it applies for our 
organization, both locally and nationally. For example, 
Social Security taxes alone take from us the dues paid 
by 1000 members. This amount will probably be in- 
creased. In most private businesses the problem has 
been met by increasing income. In 1921 our National 
membership was 33,390. In 1935 it reached the low 
point of 16,779. This meant decreased income for the 
operation of the National organization of $75,000 per 
year even though services of the organization have been 
increased and expanded. Since 1935 we have been 
able to increase our membership slightly, the total in- 
crease being approximately 2,000 members. The mem- 
bership loss for fourteen straight years was caused by 
economic trends, by mergers, by liquidations and by 
many other factors beyond our control. We were, 
however, faced with the results and had to meet them. 
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Two methods were used in meeting this situation: 

1. We have economized in every way possible. 
Our payroll is smaller than at any time in the past 
twenty-five years. Our personnel in the National 
is less than it has been in a quarter of a century. 
Individual salaries paid to staff members are lower 
than they have averaged during the same period of 
time. 

2. When it was impossible to fully meet the calls 
for expanded services by way of further reductions, 
we raised funds for special purposes. A total fund 
of $265,000 was raised some five years ago. Its ex- 
penditure, for the purpose of increasing and enlarg- 
ing the scope of our service to members, under the 
supervision of a special Member committee, was 
spread over a four year period from 1937 to 1941. 
Since May 1, none of this money has been available 
to the National Association. It was exhausted as of 
April 30, 1941. 

In the face of increasing costs and increasing de- 
mands for expanding our services, the per capita dues 
paid to the National Office has not been changed since 
it was set at the Association’s Convention in Atlanta in 
1923. Private business income during that period has 
had to be increased if businesses were to survive and 
the amounts paid for services competitive to some of 
ours have mounted. The time has arrived when one of 
two answers must be given to the problem: either in- 
come must be increased or services must be materially 
reduced with resultant losses to members. 

The National Board, as representative of the member- 
ship, will, of course, decide how the additional income 
is to be expended. However, we believe that at least 
two things will definitely be done. 

1. A setting aside of a reasonable part of the in- 
creased income for the building up of the net worth 
of the National Association. This is essential as a 
business principle so that in case of an emergency 
situation it will not be necessary for the Association 
to go to the membership for special funds. The 
present net worth of the National Association is 
wholly inadequate for the vast operations it conducts. 

2. The remainder will be used as needed to meet 
the increased costs of doing business by the various 
departments of the organization. Certain depart- 
ments will not need so much as others. It is not 
the intent to recommend an equal apportionment to 
each department but rather to use the money where 
it is most sorely needed and where it can best be 
placed for improved service to members. All depart- 
ments will, of course, share in the apportionment and 
all money will be expended in keeping with the budget 
submitted by the National management and approved 


by the National Board of Directors. We believe that 
the record of the past, while not perfect, justifies 
confidence of the membership in wise budgeting by 
the National Board. It has maintained the organiza- 
tion even in the face of expanding services and de- 
creasing income. With added income it will be in 
better position to meet the calls for service. 


(THE question may be asked as to whether any of 

the money will be used for paying increased sal- 
aries. The answer is that a minor percentage of the 
money may have to be used to pay some increase in 
general wages and for some staff members whose com- 
pensation has not been in line with what their services 
would command in other Associations or in the business 
world. None of this increase, however, will be used 
for the purpose of paying additional salary to the 
Executive Manager or for paying what might be called 
premium salaries. 

One other question which may be asked is whether 
the local Association will be expected to pay the in- 
creased per capita dues out of its surplus or its operat- 
ing budget. In most cases it should not do so. The 
locals, as a whole, are confronted with a situation sim- 
ilar to that confronting the National. Their expenses 
are also increasing. Except in cases, therefore, where 
locals have recently increased dues, or where their dues 
are already substantial and ample in amount, it is 
recommended that the increased amount for the Na- 
tional, plus some increased funds for the local, be col- 
lected by larger membership dues. 

We, as your committee, submit this Constitution and 
these answers to some of your probable questions in 
the belief that the new document will receive a fair 
and honest appraisal by our members. A larger part 
of these explanatory clarifying notes has been devoted 
to the section having to do with more adequate financ- 
ing. The only reason for that is the fact that the pur- 
poses of the new Constitution cannot be affected with- 
out sufficient financing. Those purposes, we again 
emphasize, are not only the maintenance, but the con- 
tinued progress, of our organization in steady improve- 
ment of the services rendered to members. That im- 
proved service to members will pay dividends to Amer- 
ican business many times greater than the small extra 
cost in Association dues. We submit this new Consti- 
tution to you as a strengthened foundation for service 
to members, for progress to the Association and for 
constantly increasing service to American business. 

Any questions you have may be directed to any 
Officer or Director of the National Association or to 
the undersigned, Chairman of the Committee on 
Revision of Constitution. 


COMMITTEE ON PRESENTATION OF PROPOSED CONSTITUTION 


(Appointed by National Board of Directors at Santa Fe Meeting) 


Committee on Revision of Constitution: 

P. M. Haight, International General Electric Co., New York, N. Y., Chairman 
Charles A. Wells, John S. Brittain Dry Goods Co., St. Joseph, Mo. 

Paul Fielden, Norton Co., Worcester, Mass. 

R. L. Simpson, C. T. Patterson Co., Inc., New Orleans, La. 

Paul A. Pflueger, Max |. Koshland & Co., San Francisco, Calif. 


Others Named on Presentation Committee 


E. L. Blaine, Jr., Peoples National Bank of Washington, Seattle, Wash. 
C. B. Rairdon, Owens-Illinois Glass Co., Toledo, Ohio 
Merritt Fields, Indianapolis Association of Credit Men, Indianapolis, Ind. 
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SPECIAL NOTICE 


February 24, 1942. 


To the Members of the National Association of Credit Men: 


YOU ARE HEREBY NOTIFIED that a Special Meeting and Annual Convention or 
Credit Congress of the National Association of Credit Men will be held at Cincinnati, Ohio, 
from May 10 to 14, 1942, and that the following amendments to the Certificate of Incorpora- 
tion of the Association will then and there be considered: 


1. Changing the name of the Association to NATIONAL ASSO- 
CIATION OF CREDIT MANAGEMENT; 


2. Providing that the annual meeting of the Association shall be 
held at such time as may be fixed by the Board of Directors; 

3. Providing that the number of directors of the Association shall 
be not less than nineteen nor more than twenty-seven; 


and that at such meeting officers will be elected, and such other business transacted as may 


lawfully come before said meeting. 


YOU ARE FURTHER NOTIFIED that a proposal that the Constitution and By-Laws 
of the Association be amended to read as follows will be considered and acted upon at said 


meeting: 


CONSTITUTION 


ARTICLE I 
Name 


This Association shall be known as the ‘National 
Association of Credit Management.” 


ARTICLE II 
General Offices 


The principal office of this Association shall be 
located in the City of New York, State of New York. 


ARTICLE III 
Objects 


The objects of this Association shall be to:— 

Establish and unify sound principles and prac- 
tices of credit management. 

Sponsor new laws, or the correction of proposed 
or existing laws, to assure equity and justice in 
credit transactions and to seek uniformity in busi- 
ness customs and laws. 

Establish and promote the universal interchange 
of credit information. 

Encourage study and training for credit man- 
agement. 

Disseminate information on credit and commer- 
cial subjects. 

Promote efficient and economical facilities for 
the treatment of involved or insolvent estates. 

Encourage interest in activities toward efficient 
service in collection of accounts. 

Promote the investigation and prosecution of 
fraudulent commercial practices. 

Encourage closer relations and cooperation be- 
tween credit grantors. 

Perform other lines of work kindred to the pur- 
poses and objects hereintofore enumerated, as the 
advancement of commerce may require. 


ARTICLE IV 
Nature of Corporation 


This Association is not organized for purpose of 
pecuniary gain for its membership, officers and Direc- 


Credit and Financial Management ........ 


tors, and it shall not declare or pay any dividends upon 
its capital stock. 

All the monies of the Association shall be expended 
wholly and exclusively in the furtherance of the in- 
terests and objects of the Association and no part of 
the net income thereof shall inure to the benefit of any 
member or individual. Upon the dissolution of the 
Association any surplus funds or property belonging 
to it shall be paid and turned over to such non-profit 
membership corporation as the Directors of the Asso- 
ciation shall select and which shall have as one of its 
principal objects and purposes the improvement of 
credit practices, or the investigation and prosecution of 
commercial frauds or any of the other activities for 
which this Association was organized. 


ARTICLE V 
Membership 


Section 1. Individuals, partnerships, corporations 
or business trusts in good ethical and financial stand- 
ing, whose business is transacted wholly or partly by 
granting commercial or financial credit, shall be eligible 
to membership in the Association. 


Section 2. Members shall be classified as: 
(a) Affiliated Members. 
(b) Direct Members. 


Section 3. ‘Affiliated members” shall be those who 
are members of an Association affiliated with the 
National Association of Credit Management. 


Section 4. “Direct members” shall be those whose 
membership in this Association is held directly and not 
by virtue of membership in an Affiliated Association. 


Section 5. An individual, partnership, corporation 
or business trust eligible to membership may hold more 
than one membership in the Association and one indi- 
vidual of its personnel shall be designated to represent 
each membership so held. 


Section 6. Nothing herein contained shall be con- 
strued as preventing an affiliated member from becom- 
ing also a direct member, or vice versa. 
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ARTICLE I 
Board of Directors 


Section 1. General Powers. Management and 
supervision of the affairs of the Association shall be 
vested in the Board of Directors. 


Section 2. How Composed. Subject to the pro- 
visions of Section 11 of this Article, the Board of Di- 
rectors shall consist of nineteen members of the As- 
sociation in good standing, including the President, 
three Vice Presidents and the three most recently re- 
tired living past Presidents who shall be members of 
the Board of Directors by virtue of their respective 
offices. Of the remaining twelve directors, one shall be 
elected from each of the nine electoral districts and 
three shall be elected at-large; but not more than two 
from any one electoral district nor more than one from 
any Affiliated Association. 


Section 3. Term of Office. Each director, ex- 
cept an ex-officio director, shall serve for a period of 
three years, one-third of the directors being elected 
each year. No director, except an ex-officio director, 
shall be re-elected immediately after completion of a 
full three-year term of office. 


Section 4. Special Powers. 
rectors shall: 

(a) Appoint all standing and special commit- 
tees needed to carry on the work of the Associa- 
tion, or may delegate the making of such appoint- 
ments to the President and Secretary, or to the 
President and Executive Manager. 

(b) Approve, disapprove or amend the annual 
budget of the Association. 

(c) Supervise all appropriations of the Associa- 
tion’s funds. 

(d) Decide all questions relating to the admis- 
sion, suspension, expulsion and resignation of Di- 
rect Members and of Affiliated Associations. 

(e) Establish branch offices of the Association. 

(f) Organize subsidiary corporations in fur- 
therance of the objects of the Association. 

(g) Invest funds of the Association and sub- 
sidiary corporations. 

(h) Exercise all other powers granted to it by 
these by-laws. 


Section 5. Annual Report. The Board of Di- 
rectors shall present at each annual convention a re- 
port, verified by the President and Treasurer, or by 
a majority of the directors, showing the whole amount 
of real and personal property owned by the Associa- 
tion, where located, and where and how invested, the 
amount and nature of the property acquired during the 
year immediately preceding the date of the report and 
the manner of the acquisition; the amount applied, 
appropriated or expended during the year immedi- 
ately preceding such date, and the purposes, objects 
or persons to or for which such applications, appropria- 
tions or expenditures have been made; and the names 
and places of residence of the persons who have been 
admitted to membership in the Association during such 
year. Such report shall be filed with the records of 
the Association, and an abstract thereof entered in the 
minutes of the proceedings of the annual convention. 


Section 6. Meetings. The annual meeting of the 
Board of Directors shall be held as soon as possible 
after the close of the annual convention of the Asso- 
ciation, and in any event within thirty days after the 
close of the convention. There shall be at least one 
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additional meeting during each year at a time and 
place to be determined by the Board. 


Section 7. Special Meetings. Special meetings 
of the Board of Directors may be called at the discre- 
tion of the President, and shall be called by petition 
of a majority of the Board of Directors. 


Section 8. Quorum. A majority of the Board of 
Directors shall constitute a quorum. 


Section 9. Designation of Proxies. At its an- 
nual meeting, the Board of Directors shall designate 
three proxies who shall attend and vote at any meet- 
ings of any corporation the control of which is held by 
this Association or by any nominee of this Associa- 
tion. Such proxies shall possess and may exercise all 
the rights and powers which this Association might 
itself have exercised if present at any such meeting. 
Such proxies shall be bound by such instructions as 
may be given to them by the Board of Directors. 


Section 10. Executive Committee. The Board 
of Directors shall at its annual meeting designate four 
of its members to serve with the President as an Execu- 
tive Committee, or it may empower the President to 
appoint such Executive Committee. The Executive 
Committee shall meet at the call of the President 
and shall in the interim between meetings of the Board 
of Directors have and exercise the powers and functions 
of the Board of Directors. 


Section 11. Members of the Board for Years 
1942-43 and 1943-44. Any director who shall hold 
office on the date of the adoption of these by-laws shall 
be entitled to serve until the expiration of his term, 
anything herein to the contrary notwithstanding. For 
the Association year 1942-43, four directors shall be 
elected in accordance with the provisions of these by- 
laws, one of whom shall be elected at large, and who, 
together with the sixteen directors whose terms expire 
in 1943-44, and the ex-officio members of the Board, 
shall constitute the directors of the Association for said 
year 1942-43. During the following year, four direc- 
tors shall be elected in accordance with the provisions 
of these by-laws, one of whom shall be elected at large, 
and during that year the Board of Directors shall con- 
sist of the persons so elected, together with the eight 
directors whose terms expire in 1944, and the ex-officio 
members of the Board. 

Section 12. Compensation. Members of the 
Board of Directors shall serve without compensation. 


Section 13. Vacancies. In the interim between 
annual conventions, any vacancy in the Board of Di- 
rectors shall be filled by majority vote of the remain- 
ing members of the Board. Any person elected to fill 
any such vacancy shall hold office until the election by 
the next annual convention of a director to serve until 
the expiration of such unexpired term. 


ARTICLE II 
Officers 


Section 1. General. The officers of this Associa- 
tion shall consist of a President, three Vice Presidents 
of equal rank, a Secretary, a Treasurer and such As- 
sistant Secretaries and Assistant Treasurers as the 
Board of Directors may elect. The offices of Secretary 
and Treasurer may be held by the same person, 


Section 2. President. The President shall pre- 
side at all meetings of the Association, of the Board of 
Directors, and of the Executive Committee. He shall 
exercise general supervision over the affairs and in- 
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terests of the Association. He shall be a member ex 
officio of all standing and special committees. 


Section 3. Vice Presidents. There shall be three 
Vice Presidents who shall perform the usually accepted 
duties of their office and such other duties as may be 
assigned to them from time to time by the President. 
In the absence or disability of the President, the Board 
of Directors shall designate one of the Vice Presidents 
to perform the duties of the President. 

Section 4. President Pro-tempore. In the ab- 
sence or disability of the President and Vice Presi- 
dents, the Board of Directors shall elect one of its 
members President pro-tempore. 


Section 5. Secretary. The Secretary shall keep 
the minutes of the annual convention and of special 
meetings of the Association and of all meetings of the 
Board of Directors. He shall be the custodian of the 
seal of the Association and shall perform such other 
duties or functions as from time to time may be assigned 
to him by the Board of Directors. All books, docu- 
ments and reports of the Association shall be filed in 
the general office of the Association and shall be under 
the care and control of the Secretary. 


Section 6. Treasurer. The Treasurer shall be the 
custodian of all of the funds of the Association. When 
authorized by the Board of Directors, he shall have 
power to sign, endorse for transfer, negotiate or dis- 
count, in the name of the Association, any notes or 
other negotiable instruments, and, when authorized by 
the Board of Directors, to sign checks and orders for 
the payment of money in the name of the Association. 
He shall keep records of receipts and disbursements 
and such other books of account as may be appropriate 
or desirable for keeping a full, accurate and complete 
record of the finances of the Association. He shall 
open and maintain such bank accounts in the name of 
the Association as may be authorized by the Board of 
Directors and shall deposit therein all funds of the 
Association. He shall, with such other person or per- 
sons as may be designated by the Board of Directors, 
have access to any safe deposit box owned by the Asso- 
ciation. He shall deposit with the Association a fidel- 
ity bond in such amount and with such sureties as the 
Board of Directors may approve. He shall be re- 
sponsible for the proper bonding of all employees who 
handle monies of the Association and of other em- 
ployees whenever, in the judgment of the Board of 
Directors or the Executive Manager, the bonding of 
such employees is desirable. He shall cause his ac- 
counts to be audited annually by an independent cer- 
tified public accountant designated by the Board of 
Directors. He shall prepare an annual report of the 
Association’s finances which, with the report of the 
auditor, shall be submitted to the Board of Directors 
at its annual meeting. He shall prepare and submit to 
the Board of Directors at its annual meeting, an item- 
ized budget showing the anticipated receipts and dis- 
bursements of the Association for the ensuing year. 
He shall submit to the Board of Directors a quarterly 
financial report and such other reports as may be re- 
quested from time to time by the Board. 


Section 7. Assistant Secretaries and Treasur- 
ers. The Board of Directors may elect ‘one or more 
assistant secretaries and one or more assistant treas- 
urers. Such assistant secretaries and assistant treasur- 
ers shall perform such duties as may be assigned to 
them by the Executive Manager or by the Board of 
Directors. 


Section 8. Election of Officers. The President 
and Vice Presidents shall be elected by the members 
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of the Association as provided in Article IX of these 
by-laws. The Secretary and Treasurer shall be elected 
by the Board of Directors at its annual meeting. 


Section 9. Compensation. The officers of the As- 
sociation shall serve without compensation, except that 
the Board of Directors may provide for compensation 
to be paid to the Secretary, the Treasurer, and any 
Assistant Secretaries and Assistant Treasurers who 
may be elected. 


Section 10. Term of Office. Each officer shall 
hold office for a term of one year or until his successor 
is duly elected and qualified. 


Section 11. Executive Manager. The Board of 
Directors may employ an Executive Manager whose 
salary and term of office shall be fixed by the Board 
of Directors or by a committee designated by the Board. 
The Executive Manager shall be responsible for the 
proper conduct, control and direction of the offices and 
the employees of the Association, and shall have such 
other power and perform such other duties as may be 
prescribed by the Board of Directors. The Executive 
Manager may appoint an Assistant Executive Man- 
ager. 


_ARTICLE IIT 
Indemnification of Officers and Directors 


The Association shall reimburse or indemnify each 
present and future director and officer of the Associa- 
tion (and his heirs, executors and administrators) for 
or against all expenses reasonably incurred by him or 
imposed on him, subsequent to the adoption of this by- 
law, in connection with, or arising out of, any action, 
suit or proceeding in which he may be involved by 
reason of his being or having been a director or officer 
of the Association, where disposition of such action, 
suit or proceeding is made in favor of such director or 
officer ; provided that no reimbursement shall be made 
until such time has elapsed that appeal can no longer 
be taken and that, in the judgment of the Board of 
Directors, such action, suit or proceeding will not be 
recommenced. Such expenses and liabilities shall in- 
clude, but shall not be limited to, judgments, court 
costs and attorneys’ fees. 

The foregoing rights shall not be exclusive of other 
rights to which any director or officer may otherwise 
be entitled and shall be available whether or not the 
director or officer continues to be a director or officer 
at the time of incurring such expenses and liabilities. 


ARTICLE IV 
Committees 


Section 1. Standing Committees. (a) Until 
such time as the Board of Directors may deem it ad- 
visable to change the standing committees of the As- 
sociation, the following shall constitute such commit- 
tees : 

Adjustments and Collections. 
Credit Education. 

Interchange Board of Governors. 
Foreign Credit Executive. 
Foreign Credit Interchange. 
Fraud Prevention. 

Insurance. 

Credit Women’s Executive. 
Legislation and Taxation. 
Membership. 

Publications and Public Relations. 

(b) All standing committees shall be appointed as 
soon as possible following the annual convention. The 
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members of the committees shall hold office until the 
next annual convention, or until their successors shall 
be appointed. 


Section 2. Special Committees. The Board of 
Directors may appoint from time to time such special 
committees as, in its judgment, may be necessary or 
desirable. 


Section 3. Membership of Committees. The 
Board of Directors shall provide the manner in which 
committee members shall be appointed and prescribe 
the qualifications: of membership on such committees, 
the number of members of which each committee shall 
be composed, and the functions to be performed by 
each committee. 


Section 4. Reports and Control of Committees. 

(a) Each committee shall submit a report to the 
Board of Directors at its annual meeting, and at such 
other times as the Board of Directors may request. 

(b) All committees shall be governed in their opera- 
tions by the Board of Directors. 


ARTICLE V _ 
Affiliated Associations 


Section 1. Petition for Affiliation. Any asso- 
ciation, corporation or organization, domestic or for- 
eign, composed of persons eligible to membership in 
this Association, may petition for affiliation with this 
Association. Such petition shall be addressed to the 
Secretary of this Association, and shall be in writing 
and shall set forth the names of the members of the 
petitioning organization, its officers, directors and em- 
ployed personnel, its purposes and a current financial 
statement, and shall be accompanied by a copy of its 
charter, constitution and by-laws. The petition shall 
also state that the petitioning organization and its 
members will conform to the policies and rules which 
may from time to time be adopted by this Association 
for the operation of its Affiliated Associations. 


Section 2. Approval of Petition. The Board of 
Directors shall pass upon each such petition and shall 
have sole authority to determine whether or not the 
petitioning organization shall be accepted for affiliation 
with the Association. The Board of Directors shall 
designate a committee, one member of which shall be 
a Director of this Association, to investigate each peti- 
tioning organization and report thereon to the Board 
of Directors. 


Section 3. Duties of Affiliated Associations. 
Each Affiliated Association shall : 

Engage only in such activities as are authorized 
by this Association. 

Pay into the treasury of this Association certain 
dues as hereinafter provided. 

Furnish this Association annually with a certi- 
fied audited financial statement and at least quar- 
terly with an operating statement. 

Make its books, records, activities and personnel 
available for inspection or examination at any time 
by such person or persons as may be designated 
by the Board of Directors of this Association. 


Section 4. Management of Affiliated Associa- 
tions. The employment of management personnel by 
Affiliated Associations shall be subject to confirmation 
by the Executive Manager of this Association. In the 
event that the Executive Manager refuses to confirm 
the employment by the Affiliated Association, the Di- 
rectors of the Affiliated Association may appeal to the 
Board of Directors of this Association for a confirma- 
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tion of such employment, and shall have the further 
right to request that the Executive Manager of this 
Association submit to the Board of Directors of the 
Affiliated Association and the Board of Directors of 
this Association the reasons for refusal to confirm such 
employment. The Board of Directors of this Associa- 
tion may require the Executive Manager to submit the 
reasons for failure to confirm the employment, and 
the Board of Directors, or a committee designated by 
it for that purpose, shall determine whether or not 
such employment shall be confirmed. The determina- 
tion of the Directors of this Association, or the com- 
mittee appointed for such purpose, shall be final. 


Section 5. Certificate of Affiliation. Affiliation 
of each association with the National Association of 
Credit Management shall be evidenced by a written 
agreement in which is set forth specifically the mutual 
requirements and duties and penalties for violation 
thereof and providing that any Affiliated Association 
60 days in arrears in the payment of dues to the Na- 
tional Association of Credit Management shall be liable 
to suspension by action of the Board of Directors. A 
certificate of affiliation shall constitute a license for 
such Affiliated Association to use the insignia of the 
National Association of Credit Management and to use 
the words “Affiliated with the National Association of 
Credit Management” on its stationery and publications, 
but such license shall exist only so long as affiliation 
with this Association shall continue. 


Section 6. Complaints Against Affiliated Asso- 
ciations. Complaints against Affiliated Associations 
may be made by this Association, by any other A ffiliat- 
ed Association, or by any member of this Association. 
Such complaints shall be in writing, signed by the com- 
plainant, and filed with the Secretary of this Associa- 
tion. A written notice, setting forth the matter of the 
complaint, shall be furnished by the Secretary of this 
Association to the Affiliated Association complained of. 
Within fifteen days thereafter, the Affiliated Associa-~ 
tion shall submit to the Secretary of this Association a 
written answer to the charges made in the complaint. 
A committee of three members shall be designated by 
the President of this Association to investigate the 
charges made in the complaint, and report their find- 
ings and recommendations to the Board of Directors of 
this Association. Accredited representatives of the 
Affiliated Association, against which a complaint has 
been filed, shall have the right to appear before and be 
heard by the committee. The Board of Directors of 
this Association may affirm, modify or reverse the 
committee’s recommendation, and the determination of 
the Board shall be final. 


Section 7. Foreign Associations. Foreign asso- 
ciations or organizations, accepted as Affiliated Associ- 
ations, shall be assigned to such districts as the Board 
of Directors may designate. 


ARTICLE VI 


Direct Members 


Section 1. Application for Membership. Any 
person or organization eligible for membership under 
the Constitution of the Association may make applica- 
tion for Direct Membership by written application to 
the Secretary. Each application shall be investigated 
by the Membership Committee and may be rejected or 
tentatively accepted by the Committee. Such applica- 
tions as have been tentatively accepted shall be pre- 
sented by the Committee to the Board of Directors for 
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final acceptance or rejection at the next meeting of the 
Board or of the Executive Committee. 


Section 2. Complaints Against Direct Mem- 
bers. Complaints against any Direct Member may be 
made by any member of the Association. Such com- 
plaints shall be in writing, signed by the complainant 
and filed with the Board of Directors. Any Direct 
Member, or an accredited representative of such mem- 
ber, against which a complaint shall have been filed, 
shall have the right to appear before and be heard by 
the Board of Directors at its next regular meeting fol- 
lowing the filing of the complaint. The procedure to be 
followed in any investigation of, or hearings on, any 
such complaints shall be determined by the Board of 
Directors. The Board of Directors shall have the pow- 
er to take such action on such complaints as it sees 
fit, and its determination shall be final. 


Section 3. Suspension or Expulsion. Any Di- 
rect Member may be suspended or expelled from the 
Association for cause, by the affirmative vote of two- 
thirds of the Board of Directors. Any Direct Member, 
more than sixty days in arrears in his obligations to the 
Association, may be suspended or expelled by action 
of the Board of Directors. 


Section 4. Resignation. Resignation of any Di- 
rect Member who shall signify in writing his desire to 
withdraw from membership may be tentatively acted 
upon by the Membership Committee, which shall there- 
after present such resignation to the Board of Directors 
for final action at its next following meeting. 


ARTICLE VII 
Dues 


Section 1. Affiliated Associations. Each Affili- 
ated Association shall pay dues to the Treasurer of 
this Association at the rate of $10 per annum for each 
of its members. Such dues shall be payable monthly, 
in advance, on the first day of each month and shall be 
based on the membership of the Affiliated Association 
as recorded in the office of this Association as of such 
date. 


Section 2. Direct Members. Each Direct Mem- 
ber shall pay to the Treasurer the sum of $35 annually, 
in advance. 


ARTICLE VIII 
Meetings of Association 

Section 1. Annual Convention. An annual con- 
vention which may be designated as “Credit Congress” 
shall be held at a time and place fixed by the Board of 
Directors and shall exercise all the powers of an annual 
meeting. It shall include the following order of busi- 
ness: 
Report of the President. 
Report of the Treasurer. 
Report of the Secretary. 
Report of the Executive Manager. 
. Report of such Committees as the Board 
shall specify. 

6. Election of President, Vice Presidents and 
Directors. 
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Section 2. Notice of Annual Convention. No- 
tice of the time and place fixed for the holding of the 
annual convention shall be given by publication in 
“Credit and Financial Management” at least forty days 
prior to the date fixed for such convention, or in such 
other manner as the Board of Directors may prescribe. 
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Section 3. Special Meetings. Special meetings 
of the Association may be called by the Board of Direc- 
tors, and shall be called upon petition filed with the 
Secretary by at least 500 members, who shall be either 
direct members, or members of not less than 10 Affil- 
iated Associations. 


Section 4. Notice of Special Meetings. ‘the 
Secretary shall mail to the members, at least sixty days 
prior to the date of any special meeting, a notice stating 
the time and place and purpose of such meeting. 


Section 5. Notice of Meetings for Special Pur- 
poses. Whenever a meeting of the Association is 
called for the purpose of effecting one or more of the 
following changes: 

(a) To extend, limit or otherwise change its 
purposes and powers or other provisions of its 
certificate of incorporation ; 


(b) To make any change in the number of direc- 
tors; or 


(c) To change the location of its office: 


Notice of such meeting shall be printed or written and 
signed by the President, Vice President or Executive 
Manager. Such notice shall state the purpose or pur- 
poses for which the meeting is called, the time when, 
and place where, it is to be held, and shall be served 
personally or by mail upon each member residing within 
the United States entitled to vote at such meeting, not 
less than ten nor more than forty days before the meet- 
ing, or, in the alternative, such notice may be served by 
publication in a newspaper published in the State of 
New York once in each week for three successive weeks 
next preceding the date of such meeting. If the notice 
be mailed, it shall be directed to each member entitled 
to notice at his address as it appears on the books or 
records of the Association. 


Section 6. Representation of Affiliated Associ- 
ations. At each annual convention, or special meet- 
ing, each Affiliated Association shall be entitled to rep- 
resentation in the following proportions : 

One delegate for each 15 members or fraction thereof 
on a membership up to and including 300; when the 
membership of an Affiliated Association exceeds 300, it 
shall, in addition, be entitled to one delegate for every 
30 members or fraction thereof in excess of 300 and 
not exceeding 1200; when the membership of an Af- 
filiated Association exceeds 1200 it shall, in addition, 
be entitled to one delegate for every 60 members or 
fraction thereof, in excess of 1200. 


Section 7. Apportionment of Delegates. The 
number of delegates to which each Affiliated Associa- 
tion is entitled shall be determined by the membership 
of such Association as recorded in the office of this 
Association as of the 30th day of April of each year. 


Section 8. Alternate Delegates. An Affiliated 
Association may designate one of its delegates to act 
as an alternate for its other delegates and to cast votes 
for the number of members he represents either directly 
or by alternation. 


Section 9. Voting by Delegates. On questions 
at an annual convention or special meeting where a 
poll is taken, or in the election of officers and directors, 
each delegate of an Affiliated Association, or if the 
delegate is not present, then his alternate if the alternate 
is present, shall be entitled to cast one vote on behalf 
of the members he represents. No delegate or alternate 
who is not present at the time a vote is taken shall be 
entitled to vote. 


Section 10. Voting by Direct Members. Each 
Direct Member who is present at an annual convention 
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or special meeting of the Association shall be entitled 
to cast 45 vote on questions where a poll is taken and 
in the election of officers and directors. Direct Mem- 
bers may also vote by proxy, who shall be a member 
of this Association. No proxy shall be given to any 
employee of this Association or of any Affiliated Asso- 
ciation, or if so given shall not be recognized. 


Section 11. Quorum. Two hundred members 
duly qualified as delegates shall constitute a quorum at 
any annual convention or special meeting of the Asso- 
ciation, provided such delegates represent at least ten 
Affiliated Associations. 


ARTICLE IX 
Elections 


Section 1. Election of Officers and Directors. 
The President, the three Vice Presidents, and, subject 
to the provisions of Article I, Section 2, of these by- 
laws, four other directors, one of whom shall be elected 
at large (and directors to fill vacancies which may then 
exist) shall be elected at each annual convention by a 
majority vote. 


Section 2. Nominating Committee. A Commit- 
tee on Nominations consisting of twenty-three members 
shall be organized in advance of each annual conven- 
tion and its personnel announced in the official publica- 
tion of the Association the month preceding the con- 
vention. 

The Committee on Nominations shall consist of the 
following members: 

The last retired President of the Association, in order 
of availability, who shall be Chairman; the next four 
most recently retired Presidents of the Association in 
order of their availability; one member and one alter- 
nate from each of the nine electoral districts, to be ap- 
pointed by the President of the Association; and one 
member and one alternate from each of the nine elec- 
toral districts, to be chosen by the Affiliated Associa- 
tions in each district. An alternate shall serve only in 
case the member appointed from his district does not 
serve. 


Section 3. Nominations. The Committee on 
Nominations shall recommend to the convention names 
of candidates for all offices to be filled by election at 
the convention. 

(a) The Committee on Nominations shall pre- 
sent one candidate for Vice President from the 
Eastern Section, one from the Central Section, and 
one from the Western Section of the country. 

(b) The names of nominees for director shall 
be posted conspicuously on the day before the elec- 
tion session of the convention. Thereafter no 
nominations for directors shall be made. 

(c) Nominations for the offices of President and 
Vice President may be made from the floor of the 
convention during the period in which the election 
of these officers is held. 


Section 4. Petitions for Nomination. Petitions 
presenting names of candidates for the Board of Direc- 
tors may be made to the Chairman of the Committee 
on Nominations prior to the National Convention or 
to the Committee on Nominations on the first day of 
the Convention. Such petitions shall contain the name 
of the candidate, his qualifications, and the endorsement 
of at least three Affiliated Associations, or twenty-five 
members, of the District in which the candidate resides. 


Section 5. Electoral Districts. The membership 
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of the Association shall be divided into nine electoral 
districts as follows: 
District 1. 
Massachusetts, Rhode Island, Connecticut. 
District 2. New York. 
District 3. Pennsylvania, New Jersey, Ohio. 


Maine, New Hampshire, Vermont, 


District 4. District of Columbia, Delaware, 
Maryland, Virginia, West Virginia, Kentucky, 
Tennessee, South Carolina, North Carolina, 
Georgia, Florida, Mississippi, Alabama. 

District 5. Illinois, Indiana, Michigan. 

District 6. Minnesota, Iowa, Wisconsin, South 
Dakota, North Dakota, Nebraska. 

District 7. Arkansas, Louisiana, Kansas, Okla- 
homa, Texas, Missouri. 

District 8. Washington, Oregon, Idaho, Mon- 
tana, Wyoming, Utah, Colorado. 

District 9. California, Arizona, New Mexico, 
Nevada, Philippine Islands, Territory of Hawait, 
Alaska. 


ARTICLE X 
Conduct of Meetings 


Section 1. Rules of Order. Roberts Rules of 
Order shall govern the conduct of all meetings of the 
Board of Directors and of the annual meeting and any 
special meetings of the Association. 


ARTICLE XI 
Fiscal Year 


The fiscal year of the Association shall be from May 
Ist to April 30th. 


ARTICLE XII 
Amendments 


Section 1. Proposed Amendments. Proposals 
to amend the constitution or by-laws of the Associa- 
tion may be made in writing by a minimum of 300 
members who must be either Direct Members or from 
no less than five Affiliated Associations. 


Section 2. Notice of Proposed Amendments. 
Written notice of proposed amendments to the consti- 
tution and by-laws shall be filed with the Secretary not 
less than ninety days prior to the date on which the 
next succeeding regular meeting, or a special meeting 
called for the purpose of voting on the proposed amend- 
ments, will be held. 


Section 3. Publication. Proposed amendments 
shall be published in the official journal of the Associa- 
tion in the two monthly issues immediately preceding 
the annual meeting or the special meeting at which 
the proposed amendments are to be offered. 


Section 4. Adoption of Amendments. ‘The 
adoption of any amendment to the constitution or to 
the by-laws shall require the affirmative vote of two- 
thirds of the delegates present and qualified to vote, 
at an annual convention or special meeting of the As- 
sociation called for the purpose of considering the 
proposed amendment. 


ARTICLE XIII 
Effective Date 


This Constitution and the By-Laws shall become ef- 
fective immediately upon the amendment of the Asso- 
ciation’s Certificate of Incorporation to conform with 
the provisions hereof, except that Article VII of the 
By-Laws shall not become effective until the Ist day 
of the calendar month immediately following such 
adoption. 

(Signed) Henry H. Heimann, 
Secretary, National Association of Credit Men. 
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Not So Crazy 


Once upon a time two men were 
crossing a large field. When they 
were right in the middle of the field, a 
big bull came charging toward them. 

One of the men found a tree and 
climbed it as rapidly as possible. The 
other couldn’t get to the tree in time, 
but, seeing a large, sociable-looking 
hole in the ground, he jumped into it. 

The bull pretty nearly got him as 
he went down, but just missed him 
and jumped over the hole. The man 
came up again like a jack-in-the-box, 
the bull gave a snort and a jump at 
him. Down went the man and over 
went the bull, up came the man and 
back came the bull, till the man up 
in the tree got excited and called 
down: “You crazy fool, why don’t 
you stay in that hole? You'll get that 
bull so mad he’ll keep us here all 
summer.” 

“Crazy fool yourself,” yelled the 
man below, ‘“‘there’s a bear in that 
hole!” 


» 
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OUR JOB IN 42 
AS WE SEE IT 


Our job is to recompense and 
alleviate the ravages of fire and 
all the other principal hazards to 
which property is exposed. The 
wheels of industry must keep 
turning out, without serious in- 
terruption, those materials so 
urgently needed by our nation in 
its struggle against evil forces 
attempting to destroy our way of 
life. Together, with our nation- 
wide agency plant, we acknowl- 
edge and accept our increas- 
ing responsibilities in 1942. 


MILLERS NATIONAL 


Insu rance ( Rea ee y 


TAA ey 


Insurance Company 
HOME OFFICE-CHICAGO 
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Business | hermometer: 


percent in January 1942 over the 

same month of 1941, according 

to an announcement released to- 
day by J. C. Capt, Director of the 
Census. This rise in the dollar vol- 
ume of sales continues the record in- 
creases noted in the last three quar- 
ters of 1941, but is even more note- 
worthy because it is an acceleration 
over and above the increased volume 
of 1941. January of last year had 
already been 18 percent over Jan- 
uary 1940, and 1941 as a whole was 
31 percent over 1940. The nominal 
increase of 1 percent between De- 
cember 1941 and January 1942 is 
contrary to the small decreases that 
usually characterize the seasonal 
changes between these months. 

This monthly study is conducted 
jointly by the National Association 
of Credit Men and the Bureau of the 
Census. : 

Each of the 35 trades reported 
January 1942 sales to be greater than 
January 1941. Four trades showed 
gains of 60 percent or more, com- 
pared with a year ago. Six more 
showed gains of 50-60 percent. Most 
industrial and hard-goods lines re- 
ported substantial gains consistent 
with the leadership they exhibited 
through 1941. Wholesalers of gen- 
eral hardware reported gains averag- 
ing 47 percent, industrial supplies 
were up 46 percent, and plumbing 
and heating supplies led last year by 
40 percent. Grocery wholesalers re- 
ported that the dollar value of goods 
sold was 35 percent greater than last 
year. 

Inventories continued to increase, 
in terms of dollars based on cost 
values, up 3 percent from the begin- 
ning of the month and 25 percent 
above January 31, 1941. January is 
the thirteenth consecutive month in 
which inventories at the end of the 
month have exceeded those at the 
beginning. January is also the 30th 
consecutive month in which inven- 
tories have exceeded those at the 
same date one year earlier. This 
tendency for inventories to accumu- 
late was first recorded in the fall of 
1939. During 1940, the gains over 
the corresponding months of 1939 


- Sales of wholesalers advanced 37 
Vj 
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This 
rate of gain stepped up during 1941 
until the final quarter when the gain 
reached 29 percent for December 
over December 1940. A part of the 
inventory gain, as well as the sales 
gains, must be attributed to prices. 


ranged from 4 to 11 percent. 


In spite of the inventory gains, 
sales volumes have increased faster, 
with a resulting fall in the ratio of 
stocks to sales. This ratio, at 157 
for January, had recovered from a 
seasonal low of 128 in September 
1941. It was below the 168 reported 
for January 1941 and previous Jan- 
uary ratios of 184 for 1940, 189 for 
1939 and 256 for January 1938. 
Twenty-one trades reported falling 
stock-sales ratios, between January 
1941 and 1942, while 11 reported in- 
creases. Wholesalers of electrical 
goods, with a 48 percent gain in in- 
ventory and a 30 percent gain in sales 
were among those notable for rising 
stock-sales ratios. 


Collections on accounts receivable 
were more favorable in January than 
during the same month of last year 
and remained at the same level as in 
December 1941. This trend toward 
better collections was noted through- 
out the whole of 1941, and is a re- 
versal of the slower collections re- 
ported in 1940 compared with 1939. 
The collection ratio for January 1942 
was 82, compared with a ratio of 75 
for these firms in January 1941 and 
82 in December 1941. Accounts re- 
ceivable were 22 percent greater on 
January 1, 1942 than at the same 
date in 1941 and 4 percent less than 
on December 1, 1941. Credit data 
by kinds of business for each geo- 
graphic division are omitted from this 
issue. They will appear, in the fu- 
ture, quarterly. Trends of accounts 
receivable and collections in United 
States Summary form will appear, as 
usual, each month. This revision in 
publication program has been made 
in the interest of conservation. 


Detailed figures are presented in 
the tables on the following page and 
in summary for the United States, 
and insofar as the data permit with- 
out disclosing individual operations, 
by geographic divisions. 
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WHOLESALERS’ sales and inventories, January 1942 
Stock-Sales 


Sales—Current Month Inventory—End-of-Month (At Cost) Ratios* 


Percent change Percent change 


j ; Number 
Kind of Business Jan.1942 from : oF iiaed Jan.1942 from 4 ag ee 


reporting] Jan. : 1941 1941 
stocks 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes 

Clothing and furnishings, except shoes 
—— and other footwear 


246 
55 


Drugs and sundries (liquor excluded) 


Dry gc 

Electrical goods 

Dairy and poultry products 

Fresh fruits and vegetables 

Farm supplies 

Furniture and house furnishings 

Groceries and foods, except farm products 

Full-time wholesalerst 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 

Confectionery 

Meats and meat products 

Beer 

Wines and liquors 

Liquor de; ment of other trades{ 

Total hardware group................... ; 
General hardware 
Industrial supplies 
Plumbing and heating supplies 

Jewelry 

Optical goods 

Lumber and building materials 

Machinery, equipment and supplies, except electrical. . . 

Surgical equipment and supplies 

Metals 

Paper and its products 

Petroleum 

Tobacco and its products 

Leather and shoe findings 

Miscellaneous 


$+) +1 141 


-_ 
RO cor bo DD om BO co 


.(e 


_ 


_ 
ee Re 001009007 DO S> SH CO DO oh i OO st DO GO = DO DO DO DO 


+) ttl L4+++tts+ | +tt4++4+444+ 


_ 


2,895 
$263,020 
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* These stock-sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. § Less than 0.5 percent. 
— Insufficient data to show separately. t Not affiliated with voluntary or cooperative groups. } Chiefly of the wholesale drug trade. 


WHOLESALERS’ accounts receivable and collections, January, 1942 


Collection Percentages* Accounts Receivable 
Number of P h 
Kind of Business firms j ae ange 
reporting January January December __January 1942 from 
194 1941 1941 January December 


Automotive supplies 
Chemicals (industrial) 
Paints and varnishes 
Clothing and furnishings, except shoes......................-..45 
a and other footwear 
0. 


Dairy and poultry products 

Fresh fruits and vegetables 

Farm supplies 

Furniture and house furnishings 

Groceries and foods, except farm products......................- 
Full-line wholesalers 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 

Confectionery 

Meats and meat products 


Wines and liquors 
Liquor department of other trades 
Total hardware group 

General hardware 

Industrial supplies. ......... SSEetTA GENRE dex deat hn see ehee Hee 

Plumbing and heating supplies..........................0005 
oan CL ch kaacbscencseccsanenls g 
Optical goods j 198 
Lumber and building materials j 3,160 
Machinery, equipment and supplies, except electrical j 5 } 5,002 
Surgical equipment and supplies 667 
Metals ( ¢ 9¢ 3,809 
Paper and its products j 10,886 
Petroleum ¢ 979 
Tobacco and its products 6,099 
EE Ec ee ene b 278 
Miscellaneous é 5 5 3,178 





$276,138 


* Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 
+ Less than 0.5 percent. 
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